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OR ALL YOUR friendly words, Martin, and words for 

which I thank you, I am nervous, I still wonder by just 

what right I am here to address such a distinguished 
audience on such a notable day as this. It seems to me that this 
is a day for the pundits. It’s a day for the Alsops, the Gallups 
and the Lippmanns and the Lubells. 

In the midst of my puzzlement I remember a time in col- 
lege, long ago, when I studied under a salty old professor of 
history named Frisky Merriman. Once a year, in the appropri- 
ate lecture, he came ‘orth with one of his annual jokes and 
used to draw polite laughter from all his students by dismissing 
the Holy Roman Empire as neither “Holy,” nor “Roman,” nor 
an “Empire.” 

I recall his words now, as I stand here before this notable 
Economic Club of Detroit, on the day before a critical Na- 
tional Election, when political forecasts and predictions would 
seem to be so much in order. But candor compels me to put in 
a similar disclaimer to that of Frisky Merriman, and warn you 
—loud and clear—that I am neither an Economist, nor a Polli- 
tician, nor a Prophet. 

Still, there are other kinds of experts. The first and basic 
definition, of course, is that an expert is a man from out of 
town, and I certainly qualify on that score. Beyond that, and 
in this context of today’s subject, I draw some comfort from 
the famous description of a Tammany lawyer who said, you 
will recall, that he didn’t know any law but he knew the 
judges. 

Similarly, I can’t claim to stand up here and tell you any- 
thing you don’t know already about the candidates, or the 
issues, or whether Pat or Jackie spends more on clothes. But 
by virtue of my job I can claim to know something about 
people—and, after all, people are going to be the judges to- 
morrow! It is in terms of what people think and feel and say 
that I should like to talk to you today. 


Needless to say, my job throws me in contact with quite a 
lot of people, for This Week magazine, as Martin has told 
you, has a circulation of 134% million families every Sunday, 
which is over one-fourth of all the households in the United 
States. According to recent surveys, this means that we have 
now reached the interesting point where the statistical profile 
of our audience is virtually identical with that for the United 
States as a whole. I say “interesting,” but it is also “terrifying” 
because it means as you walk down any street you have to look 
at the people approaching you and think, “This is my audi- 
ence. What are these people thinking? What interests them? 
What will they respond to? What do they care about? What 
will they react to?” When we talk to our readers, we are not 
speaking to any special segment or group, drawn together by 
any particular interest. We must speak, and listen, to every- 
body—and try to sense or gauge the spirit of America as a 
whole. 

Now as a practical adventure in that effort of gauging and 
probing, I want to give you a heartening—and I think surpris- 
ing—example of what I mean. It has a direct bearing on what 
people are going to be thinking when they go to tomorrow's 
polls. It will not tell you how they are going to vote. But it 
may tell you a great deal about what they expect their votes 
to accomplish. And out of this, before I have finished, may 
come a prediction of sorts, after all. 

This bears directly on a question which is on the minds of 
millions of Americans today: What's ahead for our country— 
is it decline and decadence, or is it a renewed, revitalized de- 
mocracy? If the road is toward decadence, it is time for alarm, 
for as history has told us again and again, decadence always 
leads on to even uglier ends, not excluding demagogy, defeat 
or dictatorship. 

All this brings us inevitably to the matter of ‘National 
Goals,” the subject I have been directed by your Chairman to 
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discuss with you today. By now, I don’t think we need take 
much time to explain those two words, “National Goals.” You 
have already heard much about them—perhaps too much. In 
recent months there has been almost an epidemic of talk about 
our “Need for National Goals.” We have been exposed to 
books, articles, speeches—all concentrated on the necessity for 
America to find, or refind, a quickened sense of meaning and 
purpose to guide us through these bewildering times. Thanks 
to all this, we have learned a great deal about what the pundits, 
the influential thinkers think we should adopt as our National 
Goals for these days. 

But now, if I may, I would like to leave them to one side 
and carry the discussion back a bit. Let’s see how this term 
really began—and then let’s see what the people really think 
about it. 

Though it is seldom recalled, the first major mention of 
National Goals was made by President Eisenhower, nearly two 
years ago, in his State of the Union Message to the Congress 
on January 9, 1959. In it he said: 

“This is the moment when Congress and the Executive 
annually begin their cooperative work to build a Better 





America .. . If progress is to be steady, we must have 
long-term guides extending far ahead . . . We must stir 
pride in individual and national achievements . . . To de- 


fine these goals, I intend to mobilize help from every 
available source.” 

That paragraph hit me with considerable force, not only 
because of its first mention of the term “Goals,” but because it 
included the slogan which has for so long been our This Week 
motto—"“For a Better America.” Naturally we waited impa- 
tiently for appointment of the National Goals Commission, 
which the President had promised as part of the plan. Then, 
when these appointments were delayed, it occurred to us that 
maybe we at the magazine could do our bit to start things 
rolling. 

The first step was to consult a list of our regular contributors 
—experts in science, space, military affairs, economics, human 
relations and other fields—asking them to set down what they 
considered most vital in their own special areas. Then we 
screened these topics and sent them to a group of the best- 
informed men in the United States—the editors of the 42 
newspapers that distribute This Week, including Martin Hay- 
den and Wright Bryan, who are here today, and who for all 
their disclaimers are reasonably literate people. We asked them 
to rank these goals and to add any others they felt had been 
overlooked. 

Well, editors are busy people, and our first surprise came 
when we had a reply from every one of those editors within 
72 hours. They were excited by what we were calling our 
“President's Poll.” They thought it was important. 

Taking their nominations, we then made up a list of 15 
goals, and published it, with an article explaining the poll, in 
April 1959. Below the list of goals we printed a ballot, with 
squares in which we asked the readers to mark the Number 
One, the Number Two and the Number Three Goal which 
they considered most important. Then we sat back and waited 
to see what would happen. 

We didn’t have to wait long to know that we had touched 
a sensitive nerve, and with an intensity that was far beyond 
our expectations. Ballots began pouring into the office on Mon- 
day. By Wednesday and Thursday they had become an ava- 
lanche. Then the roof really fell in, and before we were through 
counting, responses had come in from over 45,000 readers. 
And mark this well, these weren't just ballots. Thousands of 
readers sent letters, too, explaining their choices and giving in 
detail their deeply felt views about America. 

But it was the choices marked on the ballots which fasci- 
nated me most. Almost from the start a pattern was apparent 
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which never wavered. The interesting thing is that what con- 
cerned the American people most was not themselves—not 
their special interests, like housing, or taxes, or social security 
—so much as a vague, deep and very real concern about the 
health and integrity of the country as a whole. Here are the 
top three National Goals they voted for: 

The Number One choice, by a heavy plurality was control 
inflation. 

The Number Two choice was raise human standards—moral, 
religious, intellectual, physical. 

The Number Three choice was reduce crime and labor 
racketeering. 

Equally astonishing was the earnestness of the comments 
which frequently accompanied the ballots, all adding up to a 
definite pattern. Let me read you just a few of these: 

A man from Lexington, Michigan: “Our goals will not be 
reached if people themselves are not better equipped morally, 
intellectually, physically and religiously to meet the challenge 
before us.” 

A young woman in Warrensburg, Missouri: “The thing that 
bothers me is how much we have progressed in science and 
material culture and how little human beings have progressed 
in dealing with each other.” 

A married couple in San Jose, California: “The thing that 
bothers us is a lowering of moral and ethical standards in busi- 
ness, labor and social life.” 

And then this bit, from @ mother in Hornell, New York, on 
that most sensitive of all areas, young people: “As a parent 
of two youngsters, 16 and 17 years old,” she wrote, “we are 
able to see how hard it is to keep youth good. They are pam- 
pered, cajoled, plied with goodies, and softened to a point 
where most parents are wondering what good can come of 
such a future generation—these who should be our hope, our 
future.” 

I wonder if you see the key word beginning to emerge from 
all this? If I read the concern of our people correctly, it is 
“morality.” 

They want an honest dollar. They want honest people. They 
want to sweep away the dishonesty of crime and labor racket- 
eering. 

But there is this very interesting sidelight, too. People 
seemed concerned not only with other people—but with their 
own failings. As one reader said, with refreshing candor: “The 
thing that bothers me is our nation’s materialistic attitude. 
Mine, too!” And another, from Sarah, Mississippi: “Workers 
do not seem to take pride in their work any more. And I am a 
worker, not an employer!” 

And so, out of our President's Poll comes this primary con- 
clusion: America today is going through a moral upheaval— 
a Crisis of Conscience. People seem frighteningly aware that 
somehow, under the heavy pressure of new social and economic 
forces, our old morality—the product of simpler times—is 
breaking down. 

This is a hard statement. But we find it shockingly con- 
firmed in many tangible ways. You find it every day in the 
reports in the papers on figures for mounting crime, or de- 
linquency, or alcoholism, or drug addiction, or mental illness. 
And in another way, I think it is true that it is reflected in 
this recurrent fevered search for National Goals—for some- 
thing to energize our lives, to challenge us to new effort, to 
bring back some sense of meaning and purpose and importance 
in our daily lives. 

In short, I believe people are desperately reaching for a new 
morality to fit a new stage in our nation’s progress. In what re- 
mains of my time today, I would like to analyze this mood 
and indicate how, in my opinion, we can achieve such a sense 
of new morality. 
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Bur first, let’s look back very briefly to see how our national 
character was formed, since this is the base on which we must 
always build. Starting with the first few settlers, ours has al- 
ways been a people driven onward by some sort of challenge, 
and often by actual crisis. We started as a nation of Puritans 
and pioneers, and that tradition has stayed with us; of people 
working and saving—and always in front of us was the image 
of some obstacle we had to overcome, some devil we had to 
conquer. At first it was the wilderness itself, then it was the 
hostile Indians. And always, as we pushed westward, there 
were new problems, new frontiers to surmount. 

Then came the devils of our own time—the first World War 

... the Great Depression . . . the National Defense Effort . . . 
the second World War against Nazi and Fascist tyranny .. . 
then Stalin and the Cold War, culminating in the bloody and 
treacherous conflict in Korea. 

All these struggles carried with them their own disciplines. 
As a people they kept us tough. They also strengthened our 
ideals. In a very real sense, adversity—a steady series of crises 
—gave constant meaning to our original National Goals. There 
was purpose and meaning enough in the original concept of 
“Life, Liberty and the Pursuit of Happiness.” 

But more recently, the emphasis has changed. We have be- 
come relatively secure in our /ives and in our /iberties. We take 
them for granted. And so most of our struggle is centered on 
the third goal—+he Pursuit of Happiness. 

As an Editor, I can state that this change became acute with 
the close of hostilities in Korea in 1954. Somehow that was 
the moment when America as a people went out of focus. 
Somehow that was the time when people lost a sense of col- 
lective endeavor and fell back on a search for personal satis- 
faction. It was a turning point revealed in many ways by the 
changed attitude of both readers and contributors. By then, our 
standard of living was boosted almost unbelievably—to a 
height never before attained by any nation. Increased wages 
and leisure had given us an economy of plenty where, within 
reason, people could do things always before beyond their 
reach. As Alexis de Tocqueville had foretold, America had be- 
come a nation—the first nation in all history—where people 
had almost complete free choice, complete freedom of will in 
deciding the way they wished to lead their lives. In short, the 
“Age of Affluence” had been born. In the first heady realiza- 
tion of this new and sudden freedom and riches, it seemed that 
the Pursuit had ended and that we had found Happiness at 
last. 

But in certain respects, at least, we were wrong because the 
Affluent Age brought with it some new and disturbing prob- 
lems, too. Without a challenge, many people began to experi- 
ence—even if subconsciously—a great sense of inner guilt, 
discomfort and bewilderment. On the one hand, they love all 
their new-found material comforts. But on the other hand, 
they miss the old struggles and long for a challenge to spark 
them forward. True, not one person in ten million would want 
to be like Thoreau and go back to a simple cabin on Walden 
Pond. Yet there are millions of people who now—in the 
phrase of the advertising copywriters—"have everything” and 
are suddenly finding that life has lost its savor. They are uncom- 
fortable on the threshold of happiness. They are uneasy in the 
feeling that there is something wrong with having too much 
“plenty.” And that is why we hear this persistent call for new 
National Goals. People yearn for a new morality so that they 
can live confidently with their plenty and at peace again with 
themselves. People are seeking some new sense of dedication. 
They want to find something above and beyond themselves 
which will make life important and worth living. 


Of course, if America were to be struck by some external 
disaster we would instantly recapture this sense of challenge. 
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Many of us remember what happened at the time of the Lusi- 
tania incident, or more recently, at the time of Pearl Harbor. 
Both were external events which caused us to spring into 
action, but God forbid that such a disaster should strike us 
in this atomic world. No, this time the challenge is emerging 
more gradually. To many it is still obscure. But it is there, 
nevertheless. It is all around us in every home, in every fac- 
tory, in every store and in every school. And it is the job of 
leadership—my kind of leadership and your kind of leader- 
ship—to help people see it clearly. 

What is happening now is that changing conditions in the 
world are stripping away a Great Illusion which, more than 
anything else, contributed to the sense of moral slackness and 
discontent in these postwar times. This illusion was the belief 
that America, following our victory in World War II, was 
entitled to easy, automatic, properous and perpetual leadership 
throughout the free world. But now, with the emergence of 
many new nations and groups of nations, we find that this 
assumption is being challenged on every front—political, 
economic, military and cultural. In short, a new balance of 
power is forming and it is forcing us to reappraise and re- 
assert Ourselves as a nation. 

What I predict, as a result of this reappraisal is the emer- 
gence in this country of a New Nationalism which will shatter 
all sense of complacency from stem to stern. As it takes form 
it is bound, I believe, to affect the thinking of all our people— 
and to affect it for the better. 

This New Nationalism is not to be confused with Fourth 
of July patriotism. It is certainly not the boastful chauvinism 
so often charged to Americans. Patriotism is a fine and posi- 
tive force if it inspires you to win by being better. But it can 
be negative, vicious and destructive if it makes us smug, lazy, 
arrogant or complacent. 

No, the coming New Nationalism must be something more 
than patriotism. It must be an awakening to the hard facts 
of life in this already swiftly moving decade—facts measured 
in such hard terms as gold movements, balance of trade, prices, 
atomic inventions and votes in the United Nations. Against 
this background, the central themes are competence and com- 
petition—good, hard, heads-up, old-fashioned competition, 
where the rewards and recognitions are based on excellence, 
effort, ability and inner discipline. It will require the creative 
best of every individual if we are to reassert our claim to 
leading the world. In particular, both management and labor 
must face the hard fact that we are in danger of pricing our- 
selves out of the world markets—and that in no area of world 
commerce or world affairs can we take our leadership for 
granted, for leadership of all things is not a right; leadership 
must be earned and re-earned, day after day. 

What is the answer? I believe that one of the key words 
here is “discipline.” In his recently published memoirs, Ber- 
nard Baruch bears down on this point. Too much, he says, 
“We blame the nation’s troubles on others—Russia, the govern- 
ment, labor, business—whatever our favorite whipping boy 
may be. But it is far more likely that we will find the source 
of our national trials in our own failure as individuals to dis- 
cipline ourselves to do what the nation’s well-being demands.” 


If we are to win the coming struggle, we shall have to re- 
discover the truth of this particular personal challenge to every 
American. And in a democracy where everybody lives by 
pleasing everybody else—every politician, every merchant, 
every advertiser, every editor—it’s not easy. But I for one 
believe it is in the air. I believe this change will come. 

Benjamin Disraeli once summed up cycles of history when 
he said, “The dominant philosophy in any age is always the 
philosophy which is on the way out.” And this gives me cour: 
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age to predict—perhaps not tomorrow but in the not too 
distant future—a strong swing in the thinking of our people, 
from the goals of F. D. R. to a revival of the older and sterner 
ones of Theodore Roosevelt—that is, from the effortless “cra- 
dle-to-the-grave” security promised by Franklin Roosevelt to 
“the strenuous life” which Teddy Roosevelt waved like a 
banner. 

It is interesting to reread Theodore Roosevelt now—his 
praise for daring, intelligence, integrity, honor, work; his 
scorn for everything soft—the “sissy,” the “mollycoddle,” the 
“junatic fringe,” the “life of slothful ease”’—and see how time- 
ly and meaningful his words are today. 

Here perhaps I should pause and interpolate: when I 
wrote that paragraph I wondered if I was really right—because 
that’s one of ‘the pains and penalties of being an Editor. An 
Editor has to shoot over the horizon. He has to fly blind. He 
has to follow hunches. He must try to pick winners before 
they have won. Surveys are all very well after the fact, and a 
survey God knows will tell you when you have done some- 
thing wrong. But a survey will never tell you what it is right 
for you to do. And so I wondered, “Was I being romantic or 
perhaps emotional, in suddenly finding myself thinking about 
Theodore Roosevelt, in mentioning him in this talk, in sending 
him down to appear on the opening page of our magazine?” 
At such moments it is interesting to see how you generally 
catch some other straw in the. wind which crosschecks your 
thinking and gives you courage. And so as I came out here 
I found this page, an advertisement of the Rand McNally Com- 
pany, in the current issue of Time magazine, and I would like 
to read it to you now. It is a quotation from Theodore Roose- 
velt—almost unknown, unheard of for years and years. Now 
here it is: 

“I preach to you then, my countrymen, that our coun- 
try calls not for the life of ease but for the life of stren- 
uous endeavor. If we stand idly by, if we seek merely 
swollen, slothful ease and ignoble peace, if we shrink 
from the hard contests where men must win at hazard of 
their lives, and at the risk of all they hold dear, then the 
bolder and stronger peoples will pass us by and will win 
for themselves the domination of the world.” 

That was a speech made to the Hamilton Club in Chicago 
in 1899; in other words, 61 years ago. Well, how did it sound? 
Is it corny? Is it square? Is it old-fashioned? Is it out of date? 
Ten years ago I venture to say it would have seemed so. Ten 
years ago it never would have occurred to me to present it 
here or to mention it in my magazine. But now I think it catches 
and expresses what you might call the “Zeitgeist”—the latent, 
incipient, the coming spirit of our times. At least, I think we 
should consider the possibility and we should hope so. 

I for one believe that the times are changing. I believe we 
are outgrowing the old attitudes of the Fifties when this 
country could assume easy, automatic leadership and stake 
ourselves and the nations of the world to an easy livelihood. 
Speaking here in Detroit last month, President Eisenhower 
threw another straw in the wind and underlined this point 
when he reminded all free nations that “our resources are not 
unlimited,” and that they must share with us the responsibility 
for the free world. He stated the challenge when he said, “The 
stop watch of history is running. The race is on .. .” 

This is a warning that is perfectly timed for this day 
before decision. The months just ahead will see further shifts 
in the alignments of nations. The neutrals, who once tried to 
stand aloof from what they regarded as a two-sided power 
struggle between this country and Soviet Russia, are now 
taking a more positive stand. Instead of being “neutral” they 
are declaring themselves to be “independent.” In this emerg- 
ing era of new power alignments, I think we shall find that the 
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spirit of competition will fire them, too, with a drive which 
they did not know in the days of their old Colonial subor- 
dination. Looking at the power groupings, the alignments of 
nations on every side, we suddenly realize that we can take 
nothing for granted. We are going to have to b- smart and 
strong and good to survive. 

We are just on the threshold of what I think can be a 
time of new greatness for our country—provided we under- 
stand its meaning clearly, and have the vigor to grasp it. The 
times require the utmost of the individual American—not so 
much in his dedication to a new cause, as in his recognition 
of what the New Nationalism means in his own life. This 
requires, very simply, that he give new energy, new thought 
to his job and his community life, that he strive to develop 
himself so fully as a practicing citizen of America that he 
catches a new inspiration from our times and picks up its 
challenge in every phase of his life. Out of this sense of con- 
test must come inevitably a raising of standards and ideals, 
and that I believe will lead directly to new disciplines and to 
the new morality that we have all been seeking. 

Does this sound too abstract, too idealistic? Or on the other 
hand, does it imply a drastic revolution in our present way of 
life? Let’s use this last minute or two to bring things down to 
earth. Part of the evidence of fresh awakening lies all around 
us, right here in Detroit and in this magnificent Civic Center. 
For it was in the spirit of the New Nationalism I have been 
describing that you organized and energized this community 
to meet the challenging competition from foreign auto makers 
both here and abroad. Last month’s National Automobile 
Show was an impressive demonstration of this effort. 

Or on another and widely different front, it is surely in the 
spirit of the New Nationalism that you have undertaken the 
development of this city’s cultural aspirations and have been 
doing so in friendly rivalry with comparable cities here and 
abroad. The inspired exhibition of Flemish masterpieces now 
at the Detroit Institute of Arts is an example of leadership in 
this area. 

Or again, and coming even closer home, it is in the spirit of 
the New Nationalism that you here have produced a unique 
institution like this Economic Club, dedicated as it is to knowl- 
edge and competence and the development of informed lead- 
ership, including the leadership of tomorrow, as represented 
here today by groups from Junior Achievement and your local 
schools and colleges. 

All of these things are part of the picture. What all these 
kinds of effort can mean, I saw eloquently demonstrated last 
month when I had the privilege of being here for the dedica- 
tion of Cobo Hall and the Automobile Show. At that time I 
heard many important statements from many important people. 
The one I liked best came not from a big, but a little shot—just 
an ordinary employee—who turned to me during the opening 
ceremonies. He said, “This is a proud day for Detroit,” and I 
felt and shared his pride. 

Deep down, I think the American people everywhere want 
to recapture a sense of pride more than anything else in the 
world. They are waiting—let’s hope not in vain—for that kind 
of leadership. By some healthy instinct, they recognize that 
we have come again to a time in history which calls for the 
renewed effort and moral rebirth which are necessary for sur- 
vival in a fiercely competitive world. 

We are ready for a New Nationalism to break forth. We 
feel the need of a new morality. It is this drive which the 
President we elect tomorrow must reckon with and understand. 
Let's hope he recognizes that we are at a historic turning point. 
For I believe the American people are ready for more than 
just affluence. They are ready for a call to effort and duty. They 
are waiting for a challenge to greatness. 
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Government Service 
PUBLIC ATTITUDES AND POLICIES 
By NEIL McELROY, Chairman, The Procter & Gamble Co. and former U. S. Secretary of Defense 


Delivered at Annual Award Dinner of The Advertising Council, New York City, November 22, 1960 


HE PAST RECIPIENTS of this Award are men for 
whom I have great admiration. I deeply appreciate the 
honor you do me in joining my name to this list. 

It is characteristic of this organization that you do more than 
perform public service yourself. You seek, as well, to inspire 
it in others. And you do so with very notable success. 

The Advertising Council is a leader of a wholesome trend 
in our country—a trend by individuals, institutions and cor- 
porations toward greater contributions to the public interest. 

We cannot overstate the importance of this spirit. To the 
extent that it prevails, our free society will be more strongly 
equipped to meet the problems that confront us. 

These are problems of vital proportions. They involve more 
than the advancement of our internal economy. Their solution 
means not only domestic progress, but security in a world in 
which the age-old battle between authoritarianism and freedom 
is moving to a final decision. 

Our civilization is locked in a vast contest of ideologies, in 
which the very survival of human freedom is at stake. 

In this struggle, there has fallen upon us the enforced, un- 
invited but obligated leadership of the Free World. 

If we are to meet this obligation, it is essential that we 
build our strength in every part of our society. And I think it is 
clear that at the core of this society is our government. To be 
capable of world leadership, we must have strong and able 
government. 

This, in our kind of decentralized republic, means govern- 
ment at all levels—municipal, county, state and national. 

The thoughts I should iike to present to you deal mainly with 
the federal government; but I would suggest that they apply 
im great part to our cities and countries and states as well. 

All of us agree, I am sure, that we can have strong govern- 
ment only as it is made up of able people. And we think not 
alone of the top few, or of those in major elective office. 

The responsibilities of our government have grown im- 
mensely in size and complexity. Decisions are made and actions 
are taken every day in many departments, at all levels, that 
bear on the success or failure of our efforts. The need for 
competence applies across the entire spectrum of government 
operations. It applies equally to men and women in elective 
status, in career administrative positions, and appointive po- 
sitions. 

To recognize this need, of course, is important; but aware- 
ness of it is not enough. The real test lies in how well we are 
meeting it. We must ask ourselves whether we, the American 
people, are doing all that is necessary to assure qualified person- 
nel throughout our government body. 

I submit that we are not, and that we have too long neglected 
this serious problem. 

It is a problem of public thinking; and the blunt truth is that 
we urgently need a change in public attitude toward govern- 
ment service, and the people in it. 

The attitudes that exist too widely today are not conducive to 
the recruitment and retention of people who can give our 
government the broad level of proficiency it must have. 

In the remaining part of my talk, I plan to discuss with you 
just what corrections need to be made in public attitudes and 


policies. In doing so, I should like to consider with you, in 
turn, each of three kinds of government service—elective 
political office, career administrative service, and appointive 
administrative positions. 

Many of the vital offices of government are determined by 
popular election. With surprisingly few exceptions, we fill them 
with quite well qualified men and women. My respect is high 
for the integrity and ability of the elected public servants I have 
known in Washington. 

However, it is clear that, on a broad scale across the country, 
not enough of our best fitted citizens contend for elective of- 
fice. 

We know that more would do so if the public climate were 
one of stimulation and encouragement. But able prospective 
candidates are understandably dismayed by the popular concept 
of the public officeseeker as a person who must make compro- 
mises with principle to gain and to retain office. It is too 
generally thought that a man must be a so-called “practical 
politician” in order to attract enough voted support to stay in 
office. 

There must be a change in the public tendency to use the 
word “politician” as a term of disparagement. 

Who can measure the damage done by the persistent fable 
that a man cannot enter politics without soiling his hands? Or 
that once he is in politics, his integrity must be somewhat elas- 
tic if he is to be successful? 

In this atmosphere, it is hard to inspire our finest young 
people to consider elective political careers. It is difficult to 
persuade citizens of leadership quality to take the political 
route to public responsibility. 

Up to now, I have talked about problems related to filling 
elective offices. But as you know, the largest numbers of 
federal employees are found in career administrative service. 
Their role is profoundly important. We look to them to give us 
long-range continuity and experienced competence in our 
government. 

Nevertheless, they work under a public-attitude handicap 
that is unjustified and unfair. It is the far too prevalent public 
viewpoint that career government workers are people looking 
for an easy spot where they can avoid the stress of competitive 
society, as in a business job or in one of the professions. 

I can speak only of my own observations, but I would say 
that this is as false a generalization as you will find. The fact, 
from what I have seen, is that many of our career government 
workers are able individuals—and practically all are conscien- 
tious, hard-working and effective. 

If the more talented of these career people are to be en- 
couraged to stay in government, we must give them the respect 
and incentives to which they are entitled 

If we are to stimulate people who are educated and ex- 
perienced in science, the professions, accounting and other basic 
fields to offer their services, we must provide fair inducements. 

We must recognize their contribution to our nation’s prog- 
ress and give them proper status in the public esteem. 

Moreover, they must be adequately compensated. No one 
expects a government career to offer wealth. It has its other 
valued compensations. Like teaching or the ministry, it is a 
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dedicated service. It can offer satisfactions in personal accom- 
plishment and fulfillment for which, for many, there is no 
substitute. 

Progress has been made in the lower and medium ranges of 
government pay rates, but the fact remains that government 
pay scales generally are inadequate for the top quality of ad- 
ministrative and specialist type of personnel required. They 
must be closer to the comparable pay levels of the private sec- 
tor of the economy if the government is to recruit and keep the 
talented people it requires. 

Complex problems also are involved in the filling of ap- 
pointive administrative positions. Here, as you well know, we 
urgently need first rate minds and excellent administrative and 
technical abilities. 

Every citizen, I believe, has the obligation to respond to a 
call to appointive government service when it is within the 
realm of practicality for him to do so. 

It should not be necessary, however, for the cooperation to 
be entirely by the individual. Government on its part should 
make it easier, not more difficult, for citizens to accept a request 
to serve. 

For many, the pay is so inadequate that the sacrifice becomes 
too great to undertake. The result is that, largely, the only men 
who can accept are those with accumulated assets. This is a 
poor way to sort out people for important appointive govern- 
ment assignments. 

I am not reflecting a personal experience in Washington be- 
cause I had no onerous financial problem. I am speaking of 
men who would gladly serve the government at a reasonable 
—even if reduced—pay level, but who simply cannot absorb 
the loss of earning and the increase in expenses that are too 
often involved. 

Such men usually have committed themselves to a program 
of family security and education based on an adequate private 
income, and no way is left open to them to continue meeting 
these essential obligations except from current income. 

I am aware also of instances, involving conflict of interest 
interpretations, in which men of greatly needed capabilities 
have been kept out of public service. They have found the limi- 
tations to be impossible of meeting without unacceptable 
personal and family sacrifices. 

Here again, thanks to intelligent interpretation of my person- 
al situation by the Senate Armed Services Committee, this 
problem was not a serious one for me—so on this point also, I 
speak from a non-personal viewpoint. 

I believe the conflict of interest concern has been carried to 
harmful extremes. It has discouraged men whose leadership 
qualities could be invaluable to our government and whose un- 
questioned integrity would be better protection against conflict 
of interest than any forced sale of shares in a company. If 
nothing is done to correct the problem, it will deprive us of 
the service of many more. 

True conflict of interest, of course, must be avoided—of that 
there is no question. But the standards of judgment must be 
realistic and sound. 

It is possible that stock holdings, in a given situation, may 
represent a potential conflict that might be serious in the public 
view or the competitive view. But to say, for instance, that a 
man is in this category because he owns ten shares of a vast 
issue such as AT&T is patently absurd. 

It is equally unrealistic to insist that a man take action with 
respect to his prior business or professional association that 
would seriously depreciate the value of his pension or other 
security plans in order to serve the government on an appoin- 
tive basis which is assumed to be of limited duration. 

My intent is not to be critical of the legislators on Senate 
committees concerned. These fine public servants are men of in- 
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telligence and integrity, sincere in their purpose. 

But they need the establishment or reasoned and practical 
standards of decision. They need an integrated up-to-date law 
that covers this entire problem as clearly and as farsightedly 
as humanly possible. Above all, they need stronger guidelines 
of public opinion. 

No persons in our society have more solemn and vital re- 
sponsibility than those who make up our government. In the 
aggregate—in appointive positions, in career service, and in 
elective office—they will determine the success with which we 
govern ourselves and meet our world obligations. 

To the extent that all our people appreciate this fact, we 
shall be able to build the kind of government the times demand, 

We must basically find ways to upgrade public understanding 
of the quality and importance of the people of government. 

We must develop more and better ways to encourage quali- 
fied people to devote themselves to government service. 

We need public support for sound steps to solve the prob- 
lems that encumber recruiting efforts for government. 

In the ultimate, as individual citizens, we face the question 
of our own attitudes, our own evaluation of the place of govern- 
ment in our national life. 

Even in an enlightened group such as this, so conscious of 
the needs and rewards of public service, how many of you 
here present have ever encouraged your own sons to consider a 
career in government? 

When America’s fathers start counseling their sons on the 
opportunities open to them, how many include the opportunity 
to help guide the destiny of this nation at its very heart— 
within the government? 

I think the answer would be “very few.” 

But it must not remain this way. 

Government service, if it means to us what it should, must 
have its justified place in the consideration of careers by the 
young people of the country. 

There is much that each of us can do, as individuals, to im- 
prove public attitudes on this important matter. But in order 
to be really effective, we must have the leadership of a public- 
spirited organization that will make a planned long-term effort. 

This, it seems to me, is a project to which the Advertising 
Council could give its most earnest thought. While I realize that 
some consideration has been given to such a project in the past, 
no positive action has heretofore been taken. The urgency of 
action is emphasized by the rapid march of world events and 
the comparable increase in responsibility of our public servants. 

Certainly no public service organization is better suited, by 
experience and accomplishment, to carry our such a program 
with success. 

You have helped our democratic processes immensely with 
your campaign urging citizens to “support the party of their 
choice.” 

You have strengthened education by increasing public aware- 
ness of the problems facing first our public schools, and later 
our institutions of higher learning. 

You have saved untold millions of acres of America’s forests 
from destruction. And in many other specific projects, you have 
shown extraordinary effectiveness in moving public opinion. 

Your leadership of a program to develop public acceptance 
of the high status of government service would be of at least 
equal importance—perhaps greater. 

For it is difficult to conceive of anything of a higher priority 
in these years ahead than a government strong in its every 
functioning unit. 

America’s obligation is not alone to lead Free World strategy 
in the decisive competition with communism. It is also to serve 
as a showcase of democracy, demonstrating the superior values 
of self-government, and hopefully inspiring the newly develop- 
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ing nations to embrace and advance these same ideals. 

This is a time to reaffirm, with all the dramatic evidence of 
which we are capable, that those who work in the demanding 
tasks of self-government are clearly demonstrating a spirit of 
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public service which all of their fellow Americans respect and 
admire. It is for us to show that a nation dedicated to freedom 
can staff its government for world leadership and for the vic- 
tory of freedom and justice. 


Of Men and Money 


KEEPING OUR CURRENCY SOUND 
By HENRY C. ALEXANDER, Chairman of the Board, Morgan Guaranty Trust Company of New York 


Delivered at the Annual Meeting of the Investment Bankers Association of America, Hollywood, Florida, November 28, 1960 


R. PRESIDENT, distinguished guests, members and 
friends of the Investment Bankers Association of 
America: Thank you for inviting me to your annual 
seminar in the sunshine. For one who toils in the tame confines 
of commercial banking, usually in the shadowy canyons of 
Wall Street, this is, indeed, a pleasant opportunity—one to be 
enjoyed in pleasant surroundings with friends who are stimu- 
lating and lively both day and night, completely characteristic 
of the investment banking profession. 

Thanksgiving is four days behind us. A national election is 
three weeks behind us. A New Year and a long, long future 
are just ahead of us. I have no doubr that your deliberations 
here during the next few days will explain the past and show 
us the light and the way for the future. 

I can suggest this because for many years I have had it 
stressed to me that this is a working convention. The officers 
of our bank who attend it year after year and who retura to 
their desks in a state of trembling exhaustion—from what, I 
am not sure—emphasize the hard work that is done here. In 
all events, membership in the I.B.A. is cherished by our bank. 
We value our membership as a government securities dealer 
and as a municipal securities underwriter and dealer. But we 
also have a sentimental reason for holding this affiliation dear. 

It preserves a link in spirit—though unfortunately not in 
profits—with the days when J. P. Morgan & Co. and the 
Guaranty Company were full participants in the investment 
banking business. I trust it is no violation of the Banking Act 
to recall, with some wistfuiness, that those were exciting days. 
For sheer, agonizing drama, packed into a short space of time, 
I doubt that there is another process in the business world to 
compare with an important piece of underwriting. It has the 
careful build-up, the mounting tension, the moment of truth 
ewhen the books are opened, and then the quick unraveling of 
the plot—either glorious success or . . . sudden death. Ir all 
has a format as classic, in its own way, as the theater of the 
ancient Greeks. But, for those of us in commercial banking, 
that particular kind of excitement ended some 26 years ago, 
in the early days of a Deal that was then called New. 

Going back to dwell on that period hardly makes, I fear, a 
cheery thought for many of us on this Florida morning; but 
there is a point to be drawn from those days and the ones 
that followed which has some meaning for the present. 

Then we were in the first stages of a political era in this 
country which was to last in all for 20 years, and which was 
to carry, among its other trade-marks, the stamp of being gen- 
erally hostile to business. Not surprisingly, this climate pro- 
duced in most businessmen a defensive reaction that was equal- 
ly hostile. One does not have to be a deep scholar of history 
to see that a prolonged period of such cross-purpose in our 
society was a bad thing. Without trying to apportion the blame, 
I believe most people will agree that an atmosphere that set 
government against business, business against government, was 
a costly misfortune for all groups in this country. 


That 20-year era was followed by eight years in which the 
atmosphere was different. There was a turn away from the 
direction of constantly more government intervention in the 
lives of people and in the work of business. It was a turn 
toward the firm road of free enterprise. 

Now again the nation prepares for a change in national 
administration. By earlier rules, perhaps, this would call for a 
hasty return to old battle stations, for a quick resumption of 
old stances and the invocation of old slogans. I hope we have 
outgrown those rules. I hope no future government in this 
country will regard its mission as one of punishing business. 
I hope no generation of businessmen will automatically and 
instinctively lapse into a persecution complex about govern- 
ment. 

The majority of businessmen, I believe, hoped that Vice 
President Nixon would be elected. I know I did. The electorate 
has rendered its decision—a close one indeed. Those of us 
who supported the Vice President might well follow his ex- 
ample of graciousness in reaction to the outcome. I don’t 
doubt that we, or some of us, shall find things to criticize in 
the new administration. But let’s not rush to dig into the back 
corners of the closet for the uniforms marked “opposition,” 
the ones we put away eight years ago. Let's not, as business- 
men, wall ourselves off, or sulk in our tents. Let’s keep the 
lines of communication open. The great problems facing this 
country don’t permit any group, however disappointed, to 
withdraw from the search for sensible solutions, to pout on 
the sidelines. I would add that those problems also do not 
permit any group—though defeated at the polls—to be put in 
the penalty box. 

Among the most urgent of those problems is the problem 
of money. For, if you go down the list of our great national 
objectives—the preservation of peace, the protection of the free 
world, the making of a better life for our people and for those 
in other lands—not one of these ideals will be within our 
grasp unless we keep our economy strong, and that means 
keeping our currency sound. 

This, I realize, does not sound like an heroic challeige. It 
is mot romantic, not very exciting. The task I outline lacks the 
glamor of new frontiers, but it does possess the hard truth of 
old realities, the bedrock—not the shifting sands—upon which 
we can build the enduring structure of our nation’s great 
future. 

Many speeches have carried the message about the need to 
keep our money sound. But today this message is being pro- 
claimed, in terms more eloquent than all the speeches, by that 
ancient commentator, gold. As the poet said, 


“Gold! Gold! Gold! Gold! 
Bright and yellow, hard and cold.” 
When gold speaks, men listen. When gold moves, men 
watch. Lately we have been treated again to glimpses of the 
fascination this substance holds, the purposes it serves, the 
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myths it inspires. There are facts about gold and there are 
fancies, folklore and fables. Which is which is not always easy 
to know, but we must know more. 

Gold is in many ways a distinctive substance. It’s pleasing 
to look at, bright without being flashy. It’s easy to identify, 
impossible to counterfeit. Man tried for centuries, but he 
doesn’t even try any more. Gold doesn’t deteriorate with time. 
It doesn’t shrink or expand with changes in the weather. It’s 
always been scarce enough to be much craved and sought after 
and never to be for long in surplus. Even today, after man’s 
quest for it over the centuries, the total store of gold held for 
monetary purposes in all the free world amounts to some 
36,000 metric tons. At the U. S. Treasury's official price of 
$35 an ounce, it is worth about $40 billion. That’s less than 
half of what our Federal government spends in a year. You 
could stack all of it solidly in a room about 40 feet long, 40 
feet wide and 40 feet high—a space no larger than a small 
ballroom. 

The amount of new gold mined annually has been rising. 
Free-world production is running about a thousand tons a year 
—something over a billion dollars at the official rate. The out- 
put of the Soviet Union and its satellites is a secret, but we 
do know they are important producers. This despite the fact 
that Communist doctrine ridicules the metal and Lenin is 
said to have promised that one day the public washrooms of 
Moscow would be plated with it. 

Here in the United States we have never lacked respect for 
gold, though in normal times our appetite for it has tended to 
be somewhat restrained. It was not restrained, however, in the 
frantic days of 1933, when the great depression was deepen- 
ing and faith in all currencies was failing. The public demand 
for gold was so great that the governments slammed the lid on 
domestic convertibility and temporarily embargoed shipments 
abroad. 

Franklin Roosevelt, in the first days of his administration, 
used the emergency powers of a World War I law to do this. 
Such drastic action was justified only by the grimmest of neces- 
sity. Over the next nine months, in helter-skelter fashion, laws 
were passed, directives issued, market maneuvers undertaken, 
and the gold clause in contracts abrogated. There were mis- 
takes, and there were injustices. But, improvised though it was 
under the gun of panic or near-panic, the gold policy which 
emerged from those days has proved workable and is with us 
still. Ir has enabled the dollar to become the fixed point about 
which nearly all the free world currencies now array themselves 
in a monetary solar system. 

The important thing about 1933, in retrospect, is not that 
we went off gold, but that we stayed on it in a different way. 
We stopped coining gold and took it out of domestic circula- 
tion. But, for legitimate monetary purposes, we declared our 
readiness to buy and sell gold at a fixed price in transactions 
with foreign governments or central banks. In narrowing the 
utilization of gold, we were following a trend which the other 
major financial countries had begun as they worked their way 
back from the chaos of World War I. Those countries, holding 
much less gold than we did, but nevertheless wishing to tie 
their currencies somehow to gold, looked for ways to econo- 
mize their supplies of the metal. For the most part, they 
stopped minting coins of gold—a practice Winston Churchill 
described as “unwarranted extravagance.” The place for gold, 
this line of reasoning holds, is not in people’s pockets or under 
their mattresses but in the official holdings of governments 
and central banks for use in the settlement of international 
balances. 

That reasoning is the core of our gold policy today. That is 
why none of us is allowed to own gold in this country, and 
why we shouldn’t be allowed to hold it abroad. To satisfy con- 
siderations of taste, custom, or utility, incidental use of gold 
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is permitted in the arts, in jewelry, in ceremony, in dentistry, 
and in industry. Taken all together, these applications don’t 
claim enough gold to threaten the adequacy of the world sup- 
ply available for official monetary purposes. 

A threat és posed at times, however, by two other uses to 
which gold is put—hoarding and speculating. By drawing gold 
into private hands, those uses work against the policy adopted 
by this country and most others of conserving gold in of- 
ficial holdings. 

Some countries, in deference to local custom or other con- 
siderations, allow the private buying and selling of gold under 
certain conditions, even though they have the same general 
policy of economizing their gold reserves as we have. These 
are the so-called free markets in gold, about which we have 
heard a great deal recently. The best-known is the one in Lon- 
don. It has been open since 1954, after being closed for nearly 
fifteen years during and after World War II. Other markets, 
varying in degree of organization and formality, include Paris, 
Zurich, Brussels, Amsterdam, Frankfurt, Beirut, Hong Kong, 
Macao. 

The supply of gold to these markets comes from new pro- 
duction (including sometimes that of the Soviet Union), from 
hoarders who have grown tired of hoarding, from speculators 
who have decided it is time to sell, and on occasion from gov- 
ernments or central banks which enter the market for one 
reason or another. The demand comes from hoarders and spec- 
ulators who are on the buy side, from people who are uneasy 
about their currency, and—again on occasion, when the price 
is low enough—from governments or central banks. 

The price gold brings in these markets tends to fluctuate, 
sometimes rather violently. In the first few years after World 
War II, gold sold often at well above fifty dollars an ounce in 
the markets then open. This didn’t attract much attention in 
the United States—nothing at all like the run-up in price in 
London last month. The London market, because of that city’s 
historic financial role and its prestige, draws more notice than 
the others. This explains why there was concern recently at 
seeing gold quoted there as much as five dollars above the 
official price maintained by the U. S. Treasury. 

Concern was proper, but not principally over the brief ap- 
pearance of forty-dollar gold in London. After all, the appetite 
for gold is a capricious thing, like all human appetites, and 
sudden flare-ups or fall-backs of demand in thin markets can 
produce sharp swings in price. More troublesome is the ques- 
tion whether such markets will in time draw into private 
pockets and strongboxes significant quantities of gold that are 
needed for official holdings. This involves also the question 
whether the official reservoirs should, in an effort to discipline 
such markets, pour their gold into pipelines that may lead to 
the great sink-hole of hoarding and speculation. 

Certainly the United States, which has not seen fit to allow 
private trading in gold here, would have nothing to gain—and 
conceivably a good deal of its gold to lose—in undertaking to 
stand astride the foreign markets and keep the price there 
pegged. That is not the way to defend the dollar. We must 
defend it at home with sound monetary and fiscal policies, 
with wise monetary and fiscal management, and with the 
strength of our economy. The dollar is not up for trial by the 
whims of the world’s gold markets. 

We hear criticism of our officials for letting some speculators 
pay forty dollars for gold in London rather than presenting 
them with gold to which they were not entitled and charging 
them only thirty-five. The Treasury's stated policy toward pre- 
mium prices for gold in foreign markets has quite properly 
been one of flexibiliry and non-commitment. It has been 
neither open-mouth nor open-faucet. The Treasury is free to 
stay out of those markets or to find ways of going in if it be- 
lieves that course best for our national interest. What the 
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Treasury's day-to-day decisions in this regard have been, I of 
course do not know. Neither does. any other private citizen, 
although that fact has not prevented the tipsters, the inside 
dopesters, and the oracles from being busier than ever. 

The free markets for gold are not this country’s responsi- 
bility. Nor do they provide, as is sometimes supposed, a bridge 
by which we may hope one day to return to a gold standard 
of full domestic convertibility such as we had prior to 1933. 
There is no bridge that will take us safely back there. We ought 
to face that fact squarely. 

Too much lip service is paid to the notion of “getting all 
the way back on gold,” always with the reservation that we 
should do it “when the time is right.” This ritual has become 
a sort of loyalty oath by which to prove one’s belief in sound 
money. It shouldn't be. Sound money is well-managed money, 
honestly managed money, wisely managed money; and we will 
get it by having sound, honest, wise monetary authorities and 
sound, honest, wise fiscal and economic policies. We will not 
get it by submitting to the automatic, unreasoning operation 
of a gold coin standard with full convertibility here at home. 
For all the reverence still paid to it, did that standard actually 
work so well? It was supposed to stabilize, but we had the wild 
boom of the 1920's and the deep depressions of the 1890's 
and the 1930's. 

We cannot and should not move all the way back to gold. 
But it is essential that we retain in Our monetary system, as 
indeed we do, the discipline that gold exerts through its flow 
from country to country. Man, in his history, has tied his cur- 
rency to many substances. None of them has been perfect; 
when the imperfections of one have become too troublesome, 
he has moved on to another. If ever—and this does not seem 
a near probabilicy—but if ever our present system for settling 
international transactions becomes an obstacle to true economic 
progress, then a new system will have to be devised. It might 
or might not involve a breakaway from dependence on physi- 
cal masses of metal. But of this we can be sure: if currencies 
ever are to have their base not in some metal but in a code 
of rules, then those rules must have the firmness of metal and 
must provide a discipline equal to that now imposed by the 
movement of metal from country to country. 

Though we cannot put gold back on its past pedestal, we 
most certainly cannot ignore its present message. Gold is still 
the stern voice of monetary discipline. For some time now it 
has been proclaiming the need to keep our money sound and 
to put our balance-of-payments position in order. The mes- 
sage was read sooner and more clearly in the weekly charting 
of our official gold outflow than in the erratic price movements 
of the foreign gold markets. 

We have been losing gold at a brisk rate—not to specu- 
lators, not to nervous hoarders, but to governments and central 
banks of countries that have piled up dollar claims against us 
They have continued increasing their dollar holdings, still 
showing confidence in our currency. But, as our negative bal- 
ance of payments keeps providing them with dollars, they in- 
evitably cash some of them for gold. 

Thus our massive gold supply—still nearly half the free- 
world monetary total—buys us time in which to cure the stub- 
born imbalance in our international transactions. It buys us 
time, but it will not buy us an eternity—we must press vigor- 
ously on with every sensible measure to correct soon the deficit 
in our foreign payments. 

We can be heartened that our government is going at the 
job with determined measures, and we must trust that the new 
administration will carry the work forward. The directives 
issued by President Eisenhower this month, to minimize the 
balance-of-payments impact of government operations abroad, 
dramatize both to our own people and to our allies the ear- 
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nestness with which we view the problem. This will reinforce 
our continuing efforts to persuade our properous partner na- 
tions to carry a larger share of our joint burdens in military 
preparedness and economic assistance. Persuasion in these 
delicate matters will take time and persistence, as was evident 
in Europe last week. But our case is a valid one and should be 
successful in its outcome. 

The efforts we ourselves are making will also add weight 
to our argument when we press for removal of barriers that 
still discriminate against our exports. It also will help explain 
why we may have to “tie” an increasing proportion of our 
foreign-aid grants and loans to the purchase of American 
goods. This “tying” of aid is not an attractive idea for us, and 
we should drop it as soon as other countries cut the “ties” 
which effectively bind their grants and loans. Right now we 
must employ every appropriate means to strengthen our pay- 
ments position. 

To our country’s credit, we find no serious advocacy of try- 
ing to solve our problem by taking the dead-end road of 
devaluation, making our gold worth more by writing up its 
price and writing the dollar down. That course would not buy 
time, it would only buy trouble. Other countries, to protect 
their exports, would devalue with us; all faith in currencies 
would be jeopardized; the gold-poor underdeveloped coun- 
tries would be further impoverished; and we would present 
the Soviet Union with a huge gift in the appreciated value 
of its considerable gold holdings. It would be silly, and it 
would be immoral. 

No, we are nowhere near the point that would even call 
for consideration of such an extreme move. We can defend the 
dollar with sensible policies, underpinned by the bedrock of 
a sound economy. We have to work from the bedrock up— 
move forward with our technology, get rid of growth barriers 
in our tax structure, sharpen our competitive abilities in world 
trade, walk the straight line of monetary and fiscal integrity. 

Alerted by the warning signal of gold, we are tidying up the 
house of our financial policies. While we are doing so, let's 
straighten a few pieces of old furniture. 

Our gold policy now prohibits residents of the United 
States from owning refined gold in this country. That policy 
should be extended to prohibit the holding of gold anywhere 
by U. S. residents. 

The purchase of gold abroad is, in practice, a privilege of 
rather limited availabiliry. The means and the mechanisms 
required for its exercise make it so. And the exercise of it runs 
counter to our basic national gold policy. It can have very 
unfortunate side-effects. When people living here buy gold in 
foreign markets, observers abroad tend to exaggerate the sig- 
nificance. The buying of speculators or eccentrics is likely to 
be mistaken for signs of concern among responsible investors. 

Sealing up this gap in our gold policy would in no way in- 
terfere with the freedom of all residents to change their dollars 
into any foreign currency, to spend or invest their dollars any- 
where in the world. Maintaining freedom of currency exchange 
is essential to the defense of the dollar; allowing a relatively 
few individuals to own gold overseas is not. 

Along with protecting our store of gold, we should make 
clear—to our own people and to the world—what our gold is 
for, namely for making international settlements, not for re- 
deeming our currency and deposits. Requiring a reserve of 25 
per cent in gold against the notes and deposits of the Federal 
Reserve banks makes our gold supply for international pay- 
ments only about one-third of our total gold holdings. Nearly 
$12 billion worth is set aside as a reserve against something 
it cannot be used to redeem. 

As far. back as the early 1930's, monetary scholars were 
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questioning the wisdom of central bank reserve requirements 
expressed in gold or foreign exchange, and this line of ques- 
tioning has recently been revived. Such requirements illogically 
make a country’s domestic money supply a charge against its 
international reserves. 

Repeal of the 25 per cent gold-backing provision wou!d be 
a logical step in the further improvement of our international 
monetary framework. So that it will be clearly understood as 
such, it probably should wait until our balance-of-payments 
position shows more clearly the results of our buckling down 
to the basic problems. In that favorable setting, repeal of the 
gold reserve requirement will be seen for what it is—a change 
to a more realistic statement of the strength of our gold posi- 
tion. 

As I cautioned at the outset, this talk has been mostly about 
money. Why do I—and why do so many others these days— 
place so much stress on sound money? It is not out of concern 
for the cold, inanimate gold lying heavily in dark vaults, but 
rather for the meaning of money in the lives and welfare of 
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people—all people. Such temporary inconvenience, or even 
hardship, as the maintenance of sound money may entail is 
small compared with the painful, long-lasting hardships that 
are wrought by unsound money. Most of us remember the early 
1930's, when currency after currency was left to wander in 
stormy seas with only drifting lights to steer by. We remember 
those days as a period of worldwide financial chaos; but, more 
than that, we remember the long lines at bank windows and 
soup kitchens; the silent factories; the still ships; the idle, anx- 
ious people. 

Our well-being as individuals—all one hundred eighty mil- 
lion of us in this country—our jobs, our homes, our oppor- 
tunities, will be directly affected by what we as a nation do 
about our money. Put in its proper place, money is not man’s 
enemy, not his undoing, not his master. It is his servant, and 
it must be made to serve him well. As bankers, Mr. President, 
this must always be our first concern with the substance in 
which we deal. This must be our perspective when we speak 
of men and money. 


Colonial Policy 
BRITISH COMPARED TO RUSSIAN 
By DAVID ORMSBY-GORE, Minister of State for Foreign Affairs, Great Britain 


Delivered in the General Assembly of the United Nations, New York, November 28, 1960 


HEN THE DELEGATION of the Soviet Union 

asked for the inscription on our agenda of the item 

which we are now considering, called “Declaration on 
the granting of independence to colonial countries and peoples,” 
I had hoped that the debate upon it could be made the occasion 
of a serious discussion of the ways in which we can all help 
to realize the aspirations of those peoples who do not yet enjoy 
what is described in the Charter of the U. N. as a full measure 
of self-government. This is an aspect of world affairs with 
which we in the United Kingdom have for long been vitally 
concerned. We know the great force of nationalism in the 
world today. We have seen how the achievement of inde- 
pendence has given to the many millions of people for whose 
administration we were once responsible the incentive to de- 
velop their own countries with added energy and vigor. We 
have seen how it has given them the opportunity by taking 
their place here in the U.N. to serve the world community and 
the interests of international peace and security. The example 
of the new nations, great and small, of Africa and Asia has 
been a great stimulus to us in the common effort which we 
share with the people of the dependent territories which still 
remain. It has spurred us forward in our policy of helping them 
build strong and vigorous nations, undivided by tribal, ideo- 
logical or racial strife and imbued with the strength which only 
freedom and prosperity can give. 


SOVIET COLONIAL EMPIRE 

Mr. President, I have been shocked, as I am sure many dele- 
gates have been, by the manner in which the Soviet delegation 
and their friends have sought to pervert for their own purposes 
the deeply and genuinely felt desire for independence of so 
many millions of people—a desire which is supported and 
applauded by the great majority of mankind. Both in the docu- 
ment which Mr. Zorin read to us this morning, in which the 
Soviet delegation asked for the inscription of this item, and 
in the speech with which the Soviet Representative opened this 
debate there is no sign of recognition of the facts of the situa- 
tion which they have caricatured. Their only purpose seems to 


be to generate hatred rather than friendship, violence rather 
than peace, and chaos rather than order. 

Mr. President, the Representative of the Soviet Union ap- 
pears to wish to use this debate simply as another occasion for 
vilifying my country and its allies and for carrying the cold 
war into Africa, in the hope that perhaps it can there be hotted 
up to his advantage. I must warn him, Mr. President, that if I 
chose to follow suit, I would have much better ammunition 
than he has. Since 1939, some 500 million people, formerly 
under British rule, have achieved freedom and independence, 
and their representatives sit here. In that same period, the 
whole or part of six countries, with a population of 22 million, 
have been forcibly incorporated into the Soviet Union; they 
include the world’s three newest colonies: Lithuania, Estonia 
and Latvia. In addition the Soviet Union exercises economic, 
political and military domination over millions of other men 
and women in neighboring countries. Countless efforts have 
been made by national movements in countries under Russian 
control to gain independence. All have been suppressed. In 
Central Asia, we have seen examples of a colonial policy which, 
as Mr. Khrushchev himself told us at great length earlier in the 
session, has in material terms been an outstanding success. He 
did not tell us of the mass deportations of populations, the ruth- 
less suppression of nationalities, which went with it. I shall not 
harrow the feelings of this Assembly by reciting the whole 
grisly catalog; one or two examples must suffice. The so-called 
German Autonomous Republic was abolished by a stroke of the 
pen and the Volga Germans who inhabited it were removed to 
various localities in the East. This populous group was thus 
scattered and liquidated as a community. Again, the entire 
populations of the Crimean Tatar, Kalmyk and Checkev “Au- 
tonomous” Soviet Socialist Republics, amounting with some 
smaller communities to nearly a million people were uprooted 
from their homes and deported. 

(Interruption by the Soviet Delegation, followed by a pro- 
test from Mr. Zorin against the introduction of a “domestic 
question of the Soviet Union” and the Chairman’s request that 
speakers should exercise restraint in their charges. ) 
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Mr. President, of course I will bow to your ruling. I felt 
that we had had certain charges against us, been called “rob- 
bers” and “creators of carnage.” I did not think the words that 
I had used in reference to the Soviet Union would have made 
Mr. Zorin unduly sensitive. But plainly the Soviet Union does 
not like discussion here of its kind of colonialism, nor does the 
Soviet Government facilitate the publication by the free press 
of the world of the facts about it. Very well. It is a tragic fact 
that there is little which we in the United Nations can do to 
help these people under Soviet domination, and it would be 
no service to the peoples in the rest of the world who are pas- 
sionately concerned about their own desire for independence, 
to play the Soviet game, to answer them back in their own kind 
and thus to allow the affairs of Africa and Asia to become lost 
underneath a barrage of charges and counter-charges. All I ask, 
Mr. President, is that the United Nations machinery for deal- 
ing with Trust and Non-Self-Governing Territories, and the 
structure of cooperation which has been built up over the years, 
should not be destroyed by the unconstructive and irresponsible 
assaults of the Soviet delegation and their friends. For this 
reason, Mr. President, I do not propose to waste further time 
on the draft declaration on this subject put forward by the 
Government of the Soviet Union. On the subject of colonial- 
ism, my Government will listen with the greatest attention to 
he voices of Africa and Asia; but we see no reason why our 
serious discussions on this great subject should be degraded by 
the calumnies and distortions which are the stock in trade of 
the greatest oppressor of our day. 

I am heartened Mr. President, that the African and Asian 
members of the United Nations do not appear themselves to 
regard the Soviet contribution to our debates as a particularly 
serious one, and that they intend to put forward a draft declara- 
tion of their own. Let me say at once that the United Kingdom 
delegation is in entire sympathy with what I know to be the 
feeling and the main purpose of these delegations, the achieve- 
ment with all possible speed of full self-government and inde- 
pendence by those people who do not yet enjoy these things. 
If we have sometimes had differences of opinion on this ques- 
tion these have been differences of method and sometimes of 
timing; they are not differences of intention. They are dif- 
ferences which can be discussed between Member States speak- 
ing as equals and speaking in good faith, speaking in fact as 
those who have the same goals in view. 


U. N. CHARTER AND COLONIALISM 

Let us look objectively at the nature of the problem. We 
hear a lot in the United Nations and elsewhere of the fact 
that colonialism is dying or that it is disappearing. Of course 
it is, in those parts of the world where we and those who think 
like us bear responsibility. It is dying in the sense that the 
Phoenix died, dying at the moment of its greatest glory, when 
it gives birth to new nations. Indeed, in the sense that colonial- 
ism involved the permanent subjection of one people to an- 
other, it was already accepted as an out of date political rela- 
tionship by all those who, like the United Kingdom, subscribed 
without reservation to Chapter XI of the United Nations 
Charter and have since honored it in practice. 


U. K. CONCEPT OF COLONIALISM 

I find it hard to improve upon the terms of Article 73 of 
the Charter as a description of the British concept of the 
modern colonial relationship, which is, by definition, a living 
and constantly evolving one and one which, by its very nature, 
must be rapidly replaced by something new. Let me quote a 
few passages from this Article. We the United Kingdom Gov- 
ernment as an original member of the U. N., and here I quote, 
“recognize the principle that the interests of the inhabitants of 
the non-self-governing territories are paramount.” We, and I 
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continue to quote, “accept as a sacred trust the obligation to 
promote to the utmost the well-being of the inhabitants of 
these territories.” We “undertake to ensure, with due respect 
for the culture of the peoples concerned, their political, eco- 
nomic, social and educational advancement.” In this connec- 
tion I notice that Mr. Krishna Menon of India observed in 
Committee the other day that we have never tried to turn 
other people into Englishmen. Moreover, we (and I quote 
again) “undertake to develop self-government, to take due 
account of the political aspirations of the peoples and to assist 
them in the progressive development of their free political in- 
stitutions according to the particular circumstances of each 
territory and its peoples and their varying stages of advance- 
ment. 

These obligations, Mr. President, we have honored, and the 
manner in which we have done so is known to all the world. 
I think it is fair to say that the speed with which we have 
developed self-government has been remarkable, in the light 
of the expectations of the world in 1946. The Committee on 
Information from Non-Self-Governing Territories has just re- 
viewed the progress made in these territories during the first 
ten years. They have observed, and rightly, that “the aspira- 
tions of peoples towards self-government or independence have 
too often far outstripped the pace of their economic and social 
advancement.” This is true. Economic and social progress, 
though steady, has nowhere been as spectacular as political 
progress. This does not mean that political progress must be 
slowed down. Far from it. No one can deny that political ad- 
vance is affected by the success of economic and social policy, 
but independence cannot be delayed until all economic and 
social problems are solved. Nor of course are these problems 
solved automatically by independence, and there are other 
items on our agenda which call attention to the need for the 
United Nations to continue and expand its work in the newly 
independent states to help them tackle and solve the problems 
which remain. 


U. K.’s COLONIAL RECORD 


Let us look for a moment at the facts and figures of this 
political progress. It is people with which we are concerned 
and not just territories, so the figures which I will give are 
figures of population. The 450 million or so people who lived 
in India, Pakistan, Ceylon, Burma, all achieved independence 
after the war. Not counting these, the total population of the 
trust and non-self-governing territories of the world was in 
1946 approximately 225 million. Ten years later it had fallen 
to approximately 125 million, a figure which included a 
natural population increase in the remaining territories of about 
25 million over the period. Since 1956, the pace has further 
speeded up, and roughly another 75 million have achieved 
their independence, all of them in Africa. That is to say that 
as regards peoples living outside the Soviet empire, 650 mil- 
lion have achieved complete independence in the last 15 years. 
The only people living within the Soviet empire who have 
gained their freedom are the few millions who have escaped 
from it as refugees. Of those which remain in dependent ter- 
ritories, about 40 million live in Trust and Non-Self-Govern- 
ing Territories for which the United Kingdom is responsible. 
As far as we are concerned, these are the people whom this 
debate is about. 


SIERRA LEONE 


But in these too, progress towards independence is ex- 
tremely rapid. Over 2 million of them live in Sierra Leone 
where, according to the representative of the Soviet Union 
speaking at the beginning of this session, “the struggle for 
liberation still goes on.” This particular “struggle” can best 
be described as a figment of Soviet imagination, over heated 
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by the perusal of out-of-date Marxist textbooks and the in- 
cantation of worn-out Leninist slogans. In fact the people of 
Sierra Leone know perfectly well that they will be independent 
in five months’ time; the distinguished Sierra L> ncan Min- 
ister, who is already concerning himself with probicns of for- 
eign affairs, was here in New York a few weeks ago studying 
the problems of United Nations representation for a small 
country. Many delegations here met him. 


WEST INDIES 
Three million more of these people live in the Federation 
of the West Indies, which will also, without doubt, be inde- 
pendent in the near future. 


TANGANYIKA 

Nine million more live in Tanganyika, the biggest territory 
for which the United. Kingdom remains responsible and where, 
according to the representative of the Soviet Union, there has 
been and I quote “unending carnage.” There has been nothing 
of the sort. Instead, there has been an inspiring example of 
harmony between all communities in the Territory—a harmony 
whicn has already brought it to the verge of independence, 
with a peaceful and exciting future before it. In response to a 
request from Mr. Julius Nyerere, Chief Minister of Tanganyika, 
the United Kingdom proposes to introduce, later in this very 
session of the General Assembly, a resolution designed to 
terminate the Trusteeship Agreement for Tanganyika on its 
attainment of independence, with effect from the date to be 
agreed between the United Kingdom Government and the 
elected leaders of Tanganyika. No one can doubt that that date 
will not be far away; at least it is not doubted in Tanganyika 
or in the United Kingdom. So, proceeding at their own pace 
and in their own way, the way of cooperation and statesman- 
ship, the people of Tanganyika are blazing the trail for the 
rest of East Africa. 


PROBLEMS OF SMALLER DEPENDENT TERRITORIES 

What thea are the problems which remain? What is so dif- 
ferent about the remaining territories, the ones which I have 
not mentioned, which prevents them from acceding to im- 
mediate independence? There are, I think, two different kinds 
of problems; they differ according to the circumstances of the 
territories concerned. The first kind concerns territories which 
are small and sometimes isolated. There are no fewer than 29 
Non-Self-Governing Territories now under United Kingdom 
administration which have a population of under 1 million 
each. Fourteen of these have a population of less than 100,000. 
The people of these small territories have to think carefully 
about their future. There are many factors, different in each 
case, which may cause their people to hesitate about separate 
independence. They may be isolated geographically, with an 
economy barely sufficient to meet the expanding needs of their 
people. These people may have no wish to sacrifice the eco- 
nomic and social progress to which they are entitled in order 
to assume responsibility for maintaining the expensive ap- 
paratus of a modern independent state. Alternatively, in some 
cases the people of these territories feel, justly or unjustly, 
threatened by a large and powerful neighbour. They fear that 
their independence might not long endure and that they might, 
unprotected, lose the political freedom which they now enjoy. 

The people of these small territories deserve our considera- 
tion just as much as those who live in the great states of the 
world. They each have their own peculiar political problems, 
and we in the United Kingdom consider it as our solemn obli- 
gation, in accordance with Article 73(b) of the Charter, to 
work out with the people concerned the form of independence 
which will best satisfy their aspirations. 

The other day the Fourth Committee adopted, by a majority 
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of 62 to 3, a resolution approving 12 Principles, which are 
to serve as a guide to member states in determining whether 
they are under an obligation to transmit information to the 
Secretary-General in respect of particular territories in accord- 
ance with Article 73(e) of the Charter. Principles VI, VII, 
VIII and IX refer to the circumstances in which such territories 
can be said to have reached a full measure of self-government. 
I will read out Principle VI, and here I quote: “A Non-Self- 
Governing Territory can be said to have reached a full measure 
of self-government by (a) emergence as a sovereign inde- 
pendent state, (b) free association with an independent state 
or (c) integration with an independent state.” Principles VII, 
VIII and IX go on, very properly, to define with some care 
the circumstances in which free association or integration is 
acceptable as full self-government. An important point in these 
principles in that the free and voluntary choice of such a 
status by the people concerned must be the result, and I use 
the words of the resolution, of “informed and democratic proc- 
esses.” Now these processes, Mr. President, take time. Although 
perhaps, in comparison with an earlier age, not much time. 
The United Kingdom is doing all it can to hurry on the proc- 
esses of self-government as fast as possible, but it would surely 
be a betrayal of the whole spirit of Chapter XI of the Charter 
for us to say that the people of, for example, the Seychelles 
Islands, or the Gilbert Islands, should decide immediately what 
form they wish their ultimate independence to take. Or, to take 
others’ examples, the people of Basutoland or of Hong Kong. 


LARGER INDEPENDENT TERRITORIES 


So much for the smaller territories; let us now look at the 
nature of the problems in the larger territories which are still 
dependent. These are perhaps more important in the eyes of 
most members of the United Nations; they contain more 
people and they are in Africa. Here I must return to the theme 
which I stated earlier. Every action of the United Kingdom 
in regard to these territories is directed towards the building 
of new nations, nations which will be united and free and 
through which the people can realize their aspirations for 
peace, independence, prosperity and individual freedom. It is 
a fundamental importance to the future peace and prosperity 
of Africa that the countries of that continent should retain 
their integrity, and that their independence should not be fol- 
lowed by civil war and economic collapse. In these last few 
years, during which we still retain a direct responsibility for 
these territories, we are framing our policy in such a way that 
the different tribes and communities who inhabit these terri- 
tories can learn confidence and trust in each other. Working 
all the time with the people, we are trying to ensure, before 
the date of independence is determined, that the new states will 
command the loyalty and the energies of all tribes and com- 
munities alike. We think that this has already been achieved 
in Tanganyika. In the neighbouring Territories of this region 
of Africa certain fears still remain. The process is a delicate 
one. There are groups in all these countries, sometimes African, 
sometimes European, sometimes Asian, who fear that inde- 
pendence when it comes will hurt them. The task is to dispel 
this fear, as similar fears have been dispelled in countries 
which have already achieved independence. 

In these territories, there is no argument about the right of 
the people to independence; there is no argument whether 
the people will be independent or not. Certainly they will. 
The only question is when, and the answer must be—just as 
soon as there can be confidence that the new nations will 
thrive, and that their independence will be really effective and 
have real meaning and will not be sapped by internal strife 
or external pressure. The people of these countries want inde- 
pendence in the form which suits them and not according to 
some ideological pattern imposed on them from outside. They 
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want to avoid violence and chaos, for these things bring with 
them outside pressure and interference. It is our obligation to 
see that they achieve their genuine aspirations and to help 
them frustrate those who wish them ill. In this, 1 am confident 
that we shall have the support of the great majority of the 
members of the United Nations; I only wish that we could 
have the support of all of them. 


U. K. POLicy IN AFRICA 

In view of some of the things which have been said during 
this Assembly, Mr. President, 1 should like to emphasize once 
again that the policy of the United Kingdom in those parts of 
Africa for which we are responsible is a non-racial policy as 
indeed it is elsewhere in the world. To use the words used by 
the United Kingdom representative, Mr. Selwyn Lloyd, from 
this rostrum on September 17th, last year, and I quote: “In 
those territories where different races or tribes live side by 
side the task is to ensure that all the people may enjoy security 
and freedom and the chance to contribute as individuals to the 
progress and well-being of these countries. We reject the idea 
of any inherent superiority of one race over another. Our policy 
therefore is non-racial. It offers a future in which Africans, 
Europeans, Asians, the peoples of the Pacific and others with 
whom we are concerned, will all play their full part as citi- 
zens in the countries where they live, and in which feelings of 
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race will be submerged in loyalty to new nations.” 


U. K. CONCEPT OF COLONIALISM 


To sum up, Mr. President, we believe that the peoples of 
dependent territories should advance to self-government and 
independence as fast as is humanly possible. We believe that 
new nations should be strong and prosperous and at 
peace with themselves and their neighbours. We hold these 
beliefs because, to us, they are manifestly right, and because 
we know that the peoples of these countries ardently desire 
these things. But we also hold these beliefs because they are in 
our own interests, and indeed in the interests of every one of us 
represented in this Assembly. If the new nations are strong 
and peaceful, they have a great contribution to make to world 
peace, which is indivisible. If they are prosperous and dynarnic 
in their progress, they have a great contribution to make to 
the raising of standards of living, to the development of world 
resources and to the progress and well-being of mankind as a 
whole. These are the deeply and sincerely held beliefs of the 
British people. For many years they have guided our actions 
towards the peoples of countries overseas. On them will con- 
tinue to be founded our common efforts, until we have 
achieved the goals of our policy and they, the peoples of these 
countries, have realized their national aspirations, Thank you, 
Mr. President. 


The Case For Resuming Nuclear Tests 


PERMANENT TECHNOLOGICAL STALEMATE ABSURD 


By THOMAS E. MURRAY, former Commissioner, United States Atomic Energy Commission 


Delivered before the Combined Senior Classes, Yale University, New Haven, Connecticut, December 5, 1960 


IFTY YEARS AGO I too had the privilege of dining 

regularly at “Commons” and to enjoy its friendly aca- 

demic atmosphere. I was delighted to accept Barnes Ellis’ 
invitation, extended in your name, to talk here tonight. 

For the last ten years I have been deeply concerned about 
armament and disarmament. We cannot cover the whole sub- 
ject tonight. However, one phase has been prominent and con- 
troversial. It is that of nuclear tests. So this will be my special 
subject. I have formed my own opinion on this subject and | 
would like to present it in three statements, namely: (1) that 
the present ban on atmospheric tests should be retained; (2) 
that the ban on underground tests and on tests in outer-space 
should be immediately revoked; (3) that these tests should be 
conducted not merely to enlarge our scientific knowledge of 
seismic or outer-space phenomena but also and explicitly to 
develop the technology of nuclear weapons. 

Everyone agrees that the ban on atmospheric tests should be 
retained. The controversial subject is underground tests. There 
are in general two arguments for lifting the ban on these tests. 

First, from the military point of view, our present policy has 
damaged our military security and imperilled our superiority 
to the Soviet Union in nuclear technology. 

Second, from the political point of view, our present test 
policy has been a complete failure. It has not accomplished, and 
it is not likely to accomplish, any of its stated or supposed 
political objectives. 

From the military and technological point of view, our self- 
imposed ban on tests has been a ban on further American 
military progress in nuclear technology, but it has not been a 
ban on Russian progress. 

Everyone knows that the Russians can conduct crucial un- 


derground tests without detection; the fact has been publicly 
admitted by our government. Therefore the necessary premise 
of American policy must be the supposition that they have 
been testing new nuclear weapons. To suppose the contrary, 
without clear evidence and cogent reasons, would be the height 
of irresponsibility. 

The disadvantage and dangers in this situation are plain 
enough. Given the fact that the United States and Russia are 
in technological competition in the field of arms, it is danger- 
ous for the United States to “freeze” its own weapons tech- 
nology, while Russian technology remains “unfrozen.” There 
would be a great outcry in this country if, for instance, the 
Administration were to shut down any or part of our program 
of technological progress with missiles and rockets. But weap- 
ons tests are no less necessary than the experiments at Cape 
Canaveral. It is not just a matter of improving, by a few per- 
centage points, the efficiency of our stockpiles, much less of 
increasing the megatonnage that a missile can carry. It is a 
matter of exploring the resources of nuclear technology for 
valid and rational purposes of national defense. The resources 
are largely still unexplored. The obvious fact is that nuclear 
technology is in its infancy and is open to incessant and rapid 
change. 

Today the symbol of our military strength is the multi- 
megaton weapon in the bomb-bay of a jet-bomber, as presently 
complemented by the further symbol—the megaton warhead 
on a long-range missile. 

These weapons are symbols of strength because they repre- 
sent the capacity for almost limitless destruction. Hence the 
threat of their use will, we think, effectively deter all aggres- 
sion. Moreover, since these weapons of mass annihilation are 
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possessed by both parties to the current international conflict, 
the result we think, is a nuclear stalemate. Neither party will 
dare use its weapons for fear of a retaliatory strike that would 
be too devastatingly costly. This, I take it, is the popular con- 
cept of the current situation. 

But you will see immediately that there is a flaw inherent 
in the situation. The notion of a permanent technological stale- 
mate is absurd. Nuclear technology does not stand still or 
stand pat, certainly not in the Soviet Union, which restlessly 
and in all secrecy seeks the means of military advantage. The 
advantage could be readily gained by exploring nuclear tech- 
nology along new lines. 

Hitherto nuclear technology has progressed principally along 
one line, toward massive megaton weapons, whose destructive 
capacity is completely indiscriminating. The resuit is that these 
weapons are a threat to the survival both to the sheer material 
fabric of civilization and to the human race itself. However, 
this is not the only kind of weapon that nuclear technology 
can produce. It can produce improved small tactical weapons. 
Such weapons if stockpiled in quantity could be used effec- 
tively for limited wars. There are, however, other practical lines 
of development that would prove to be revoJutionary. The na- 
tion that pursues them will possess an entirely new symbol of 
military strength—a radically new type of nuclear weapon, a 
“third-generation” weapon, as radically different from the H- 
bomb as the H-bomb was from the Hiroshima-type A-bomb. 

The new weapon will not be a larger and more efficient H- 
bomb, nor a smaller and more efficient A-bomb. It will be a 
weapon of a different category. All that may be said of it here 
is that it is primarily antipersonnel in destination and effect. 
Hence it is apt for properly military uses. It lends itself to a 
new type of nuclear strategy that would be more narrowly 
military in character. And it need not create suicidal hazards 
for the country that employs it. Therefore, a moral argument 
for the use of the new weapon is possible, as it is generally 
nu. possibly in the case of the immense weapons of sheer mass- 
destruction. 

Conceptual designs for this new type of weapon have existed 
in American laboratories. They would have already been tested 
underground had it not been for our test moratorium. The 
moratorium has effectively blocked American advance to a new 
position of military and political strength. 

I take it for granted that the Soviet Union is actively de- 
veloping nuclear technology along the revolutionary lines that 
lead to “third-generation” weapons. I must assume that they 
have done some preliminary tests of the new “fantastic” weapon 
about which Mr. Khrushchev has talked. Such tests could easily 
have been carried on underground without detection. 

Let us suppose that the Soviet Union comes first into pos- 
session of this new development. The supposition must be 
entertained by any responsible policy-maker. And he must 
reckon with the consequences, which are easy to foresee. 

Our present symbol of strength, the old H-bomb, becomes a 
symbol of weakness and inferiority. Our present structure of 
military policy, based on deterrence and retaliation by H- 
bombs, collapses. It is, even under present circumstances a 
flimsy structure. The Soviet Union has gained its decisive ad- 
vantage; the balance of terror is overthrown. The United States 
is vulnerable to a wholly new kind of threat, against which a 
threat of retaliation by our current clumsy weapons is more 
than ever useless and senseless. Nuclear blackmail assumes a 
new meaning. It can now be unilateral. We shall eventually 
have nothing to hold over the head of the blackmailer, except 
obsolete weapons whose use would recoil upon our own heads. 

All this is not science fiction nor is it merely my own private 
opinion. The views of many responsible journalists coincide 
with mine with regard to the seriousness of the problem caused 
by our technological halt. Recently, in the December issue of 
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Fortune magazine, an editorial entitled “An Immediate De- 
cision Needed,” acknowledging the situation, quoted my judg- 
ment with regard to the need for an immediate decision and 
pointed out the danger to the United States that would result 
from a scientific technological breakthrough. You can readily 
see that public opinion is beginning to form in support of the 
views I have put forth. But more important than public opin- 
ion is the official government opinion. It is the sober calcula- 
tion of the armed services—the Army, the Navy, and the Air 
Force. These services have already made the unanimous de- 
cision that a study be made, on an urgent basis, of these “third- 
generation” weapons. 

All of this throws a whole new light on the issue of nuclear 
tests. It shows, I think, that our present policy, evidenced by 
our unilateral moratorium of two years standing, is a flight 
from the realities of the technological world. It cannot be 
denied, without further flight from reality, that the Soviet 
Union has capitalized on the two-year American technological 
stand-still, to gain a position of decisive advantage in nuclear 
weapons. Our whole stationary nuclear establishment may well 
be no more than a Maginot Line behind which we sit in il- 
lusory security. 

I know, of course, that the test ban has been defended on 
political grounds. Let us therefore carefully consider the ques- 
tion, whether the nuclear test moratorium has been a success 
or a failure from the political point of view. Has it accom- 
plished its own political objectives, in such wise as to compen- 
sate for the damage it has done to American technological 
progress and military strength? 

Has it, for instance, convinced the Russians of our will to 
end or moderate the arms race? Has it dented their conviction 
that the “capitalist camp” is “hostile,” “war-mongering,” intent 
on destroying the “Socialist camp?” Has it placated world 
opinion and persuaded the peoples of our peaceful intentions? 
Has it limited the so-called “nuclear club?” Has it moderated 
neutralist sentiment? Has it contributed to a relaxation of in- 
ternational tensions? Has it diminished the fear of war, acci- 
dental or deliberate? Has it gained for the United States the 
initiative in disarmament negotiations? Has it helped to fur- 
ther the possibility of other political negotiations? Has it 
strengthened the alliance of the free world and reinforced the 
confidence of our allies in our political wisdom? Has it had 
any good effect whatever on the whole political situation 
known as the cold war? 

The answer to all these questions is, quite obviously, no. In 
all these political respects our policy on tests has been demon- 
strably a failure. 

There remain, however, the two crucial political arguments. 
First, it was said that the issue of tests would be the “easiest” 
among disarmament issues on which to come to agreement 
with the Russians. This contention has by now been proved 
false. We announced the moratorium and went into the ne- 
gotiations on tests as a counsel of political despair, after the 
discouraging history of all prior disarmament efforts. The des- 
pair is now blacker than ever. Where success seemed easiest, it 
has proved impossible. 

Second, it was promised that the Geneva negotiations, based 
on our prior cessation of all tests, would lead to some “opening 
up” of the Soviet Union, some tiny piercing of the Iron Cur- 
tain, some acceptance of the principle of international inspec- 
tion and control of armaments. Has this promise been re- 
deemed? Obviously no. The Soviet Union is as adamant today 
against any effective application of the principle of inspection 
and control as it was before our test moratorium and the in- 
ception of the Geneva negotiations. 

The basic political test of any policy is single, simple, and 
severe: has the policy achieved, or is it likely to achieve, suc- 
cess? Any critical review of American policy on nuclear tests 
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will conclude that this policy fails the test. The diplomacy of 
disarmament, wrongly joined by us, at Soviet insistence, on the 
issue of stopping all nuclear tests, has reached a dead end. This 
fact damns the diplomacy. 

Please do not think that I am in any sense opposed to the 
continuation of negotiations with the Soviet Union on arms 
control. These negotiations are altogether necessary. However, 
if we can think of nothing in the field of arms control about 
which to negotiate except a ban on nuclear tests we are indeed 
at the end of our political and diplomatic rope. The fact is 
that we have not yet undertaken to negotiate in the area where 
the greatest threat lies. You will understand that the greatest 
threat derives from the stockpiles of megaton weapons of mass 
annihilation and the delivery systems built around them. 

We must and we can find ways to seize the initiative in dis- 
armament negotiations in this area of greatest threat. I will 
suggest very briefly three steps that can be taken without dam- 
age to the security of the United States. 

The first step was one I suggested before the Institute of 
Foreign Affairs on December 9th, 1959. It involves the fol- 
lowing: (1) that an international agency be set up to super- 
vise the destruction of American and Russian megaton weap- 
ons; (2) that the destruction be done on a matching basis, 
weapon for equal weapon; (3) that the first phase of the 
process would envisage the destruction of 3500 megatons by 
the United States and the Soviets over the next five years. This 
process would be continued until its political purpose is 
achieved. I mean the liquidation of the “era of terror.” 

The goal of the second step would be the eventual disman- 
tling of delivery systems capable of transporting multimegaton 
weapons. Attaining such a goal involves the resolution of a 
number of technical problems. Therefore, a thorough study of 
this operation should first be made. The very act of dismantling, 
for example, I.C.B.M. complexes would reaffirm, to an even 
greater degree, the sincerity of both parties in their efforts to 
put an end to the present threat of major war. These two sug- 
gested courses of action would be convincing proof to the 
world that both the Soviets and ourselves recognize the ab- 
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surdity of a policy of massive retaliation and have resolved to 
take steps to eliminate it. 

I know the ordinary objection to these proposals. Briefly it 
is to the effect that neither side will consent to a dismantling 
of its weapons systems that might leave it at a disadvantage. 
This difficulty is real enough. I see only one way of dissolving 
it. We must look to the creation of an international armed 
force equipped with nuclear weapons and delivery systems that 
will serve as the equalizer between the United States and the 
Soviet Union, giving assurance to both. It is the Western 
frontier town idea all over again. When two cattle outfits 
threaten a Range War it is the gun in the hand of the third 
party, the Sheriff, that becomes the equalizer to keep the peace. 

My third suggestion is one that I have publicly referred to 
many times. It has to do with nuclear secrecy. We should 
initiate a complete review of the military and political aspects 
of the whole system of secrecy. In the meantime, while we 
await the final results of such a study, I suggest that we resume 
underground tests immediately, draw aside the veil of secrecy, 
and invite the Soviets to witness the tests. The invitation would 
be extended without prior commitment from the Russians that 
they would reciprocate. 

This lifting of secrecy would nrevent the Soviet propaganda 
machine from making capital of our resumption of tests as if 
this was somehow an act of war. The fact is we could make it 
an act of peace making. Tests performed in the open might 
serve to lay the ground work for some greater measure of in- 
ternational confidence. It is secrecy that breeds distrust. 

I know my position has not been a popular one. Somehow 
or other the public is obsessed by the much too simple idea 
that a stoppage of all tests will put an end to war. Therefore, 
the proposal to resume underground tests is regarded as danger- 
ous. I think this notion is profoundly false. I know that Yale 
University is a great forum for airing unpopular views. Your 
invitation demonstrates this. And I hope that I have persuaded 
you that my advocacy of resuming tests is quite reasonable and 
that it looks both to the national interest and to the cause of 
peace. 


Industrial Relations For The Future 


BASIC PROBLEMS STILL WITH US 


By R. HEATH LARRY, Administrative Vice President, Labor Relations, United States Steel Corporation 


Delivered before the Nineteenth North Texas Personnel and Industrial Relations Conference, Dallas, Texas, September 30, 1960 


HE OPPORTUNITY to come to Dallas, even for just 

a day or so, is not to be cast aside lightly—even when 

the opportunity involves something so potentially pain- 
ful for everyone concerned as my involvement in the making 
of another speech. 

I say this with feeling because, having lived here for a short 
while nearly twenty years ago, Dallas is for me one of my 
most favorite “old home towns.” At that time, I was working 
for Oil Well Supply, a division of our Corporation, which, | 
trust, is so well and favorably known in these parts as to neces- 
sitate no further commercial plug at this time. 

I have lived a great many places in my lifetime, but never 
in a State which could make one feel like a “native son” quite 
so quickly as happens here in Texas. As a matter of fact, when 
I returned to my native Pennsylvania, my friends were strongly 
inclined to suspect that I had come back mainly as a paid agent 
for your state Chamber of Commerce. 

Now, as much as I would like to continue to talk about 
Texas—certainly a sizeable subject in itself—I must face up 


to the fact that your Chairman asked me to talk about some- 
thing else, namely, “Industrial Relations for the Future.” And 
this also is a subject with sizeable boundaries, even by Texas 
standards! 

There is an old aphorism, either attributable to or reported 
by H. L. Mencken to the effect that: “There is nothing new 
save that which we have forgotten.” I am sure that someone 
like Captain Kittinger, who plummeted nearly 20 miles to 
earth, in a little over thirteen minutes, would not agree; nor 
would those who have pushed back the frontiers of scientific 
knowledge recently by bounding electrical waves against 
“Echo,” the space balloon; nor those who have projected a 
package of instruments into space to circle the globe every 94 
minutes and be returned to their hands for examination a few 
days later. 

Yet in the field of human relations, the aphorism seems 
more apt than we would like to admit. We seem to be having 
infinitely more trouble in making tangible progress in this area 
than in the scientific area; and the basic problems, although 
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they reappear in a variety of new trappings, seem to have 
roots in antiquity. We keep having to learn old lessons. The 
French have a saying to the effect that the more a thing 
changes, the more it is the same thing. It seems quite appro- 
priate in this field. 

Possibly, therefore, a brief look backward may be in order 
before we go on to think in terms of developments for the 
future. 

In suggesting that we do this, I don’t want you to think I’m 
like the mythical bird which was said to fly backwards because 
it was more concerned with knowing where it had been than 
with where it was going, because my interest, like yours, lies 
not in yesterday, except as lessons may be learned from it, 
but in the problems of today and tomorrow—and in what we 
must do to be prepared for them. 

We are, I think, at a particularly appropriate time for a brief 
backward look, because it has been exactly a quarter of a cen- 
tury since labor relations in America began a new chapter. 
In 1935, just twenty-five years ago, the Wagner Act first be- 
came law; just last month the National Labor Relations Board 
celebrated its Silver Anniversary. 

That seems like a long time ago. In 1935, Jean Harlow was 
at her prime. Mrs. Wallace Warfield Simpson was not yet the 
Duchess of Windsor. Men's bathing suits mostly were still 
bathing suits, complete with tops; the Polka Dot Bikini hadn't 
been heard of yet—although it may have been dreamed of. 
The organization man was yet to be created in the minds of 
playwrights and the egghead was yet to be hatched. And the 
great Depression was not quite over, at least by the definition 
of one magazine writer of the period, who observed that it 
would not be over so far as he was concerned until United 
States Steel Corporation resumed the full dividend on its pre- 
ferred stock—an event which did not occur until the following 
year. 

But although 1935 did not mark the end of the Depression, 
it did mark the end of an era, for union-management relations 
were thereafter to occur in a different context. Time magazine 
for July 15, 1935, noted the advent of the new law in these 
words: 

“Without a constitutional quiver in his freckled right 
hand, Franklin Roosevelt last week signed the Labor Dis- 
putes Bill. Then, lighting a cigarette, he leaned back and 
dictated a statement to the public. ‘This act, the Presi- 
dent said, ‘defines as a part of our substantive law, the 
right of self-organization of employees in industry. .. . It 
may eventually eliminate a major cause of labor disputes, 
but it will not stop all labor disputes. Accepted by labor, 
management, at.d the public with a sense of sober re- 
sponsibility and of willing cooperation, however, it should 
serve as an important step toward the achievement of just 
and peaceful labor relations in industry.’ ” 

A little later on, one of the same magazine’s writers wryly 
observed, “Either the President did not believe the virtually 
unanimous opinion of labor observers, or he did not care that 
the enactment of the Labor Disputes Bill would be followed 
by a series of strikes as the AFL sets out to attempt to unionize 
the Country.” 

The years following 1935 were turbulent years indeed as 
union swarmed into major industrial centers 
throughout the nation. 

What might have happened if the extension of labor or- 
ganizations had manifested no more than a voluntary exercise 
of the rights of employees to engage in self-organization, 
which is what the law on its face purported to protect, is as 
difficult to guess at the end of this quarter-century, as it is to 
guess what might have been if only one more Supreme Court 
Justice had cast his vote with the four who thought the new 
law to be unconstitutional. 
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But the Court did find the law to be constitutional, and 
organization did proceed, not alone as a result of voluntary 
exercise by employees of their right to organize, but with the 
help of wild promises, boycotts, forceful picketing, and out- 
right violence. Unions converted the right to self organization 
into a drive to organize the unorganized—and proceeded as 
though legal acceptability were the equivalent of moral neces- 
sity. 

I do not deny that labor union ranks would have grown 
without the strength of special privilege in the hands of the 
organizers. It may be admitted, I think, that under purely vol- 
untary decision alone, labor union membership would have 
risen in the Thirties. It would have risen as a result of the 
spreading notion that some magic called “collective bargain- 
ing” could make possible the payment of a wage rate higher 
than the market would permit without creating unemployment 
for a part of the working force. 

And there is no denying that the labor union idea is legiti- 
mately attractive to many employees for emotional and other 
reasons apart from the so-called economic interest. But as far 
as I know, practically all impartial labor-management histo- 
rians of the period agree that the significant expansion of the 
labor movement in the' first half of the last quarter-century 
resulted in substantial measure from the use by labor organ- 
izations of special privileges—those then available from with- 
in the law—and those assumed outside of the law in light of 
an apathetic attitude toward local law enforcement—privi- 
leges never before exercised by or tolerated in the hands of 
private organizations in America. 

As a result, and with some notablc assists from a pro-union 
administration during a period of wartime controls, by mid- 
way through this twenty-five year period, union membership 
had increased four-fold and reached a total practically equal to 
the percentage of the work force which it has today. More im- 
portant, unions had acquired a power which began to make 
thoughtful people «verywhere wonder whether the imbalance, 
once thought to be in favor of the employers, had not been 
redressed so far that not only employers, but employees, as 
well, needed some legal protections against the forcible exer- 
cise of unionism. The result was, of course, the enactment of 
the Taft-Hartley Amendments of '47. And the concern con- 
tinues to grow, as was manifest again in 1959 when Congress 
enacted the Landrum-Griffin Law. 

To be sure, the concept of government intervention in the 
collective bargaining process as contained in the original Wag- 
ner Act was, in one respect, somewhat limited. The law did not 
proceed to tell the parties in detail what they should bargain 
about, nor how their disagreements should be resolved. 

It did, however, do much more than establish a framework 
of procedures for the selection by employees of a bargaining 
representative. The law made the representative select the sole 
representative for all of the employees in the bargaining unit, 
and this was exceedingly important from the standpoint of 
union control and the growth of union power. With the ex- 
clusive respresentative established, the law then proceeded to 
establish that bargaining had to occur—to an end point of 
some kind—with this exclusive representative. Having then 
guaranteed the right to strike, and established a long list of 
unfair practices for employers, the parties were turned loose 
to their own devices. 

But the employer did not share, in any way, the exclusive 
control over his market that the union representative possessed 
over the employees. 

The theory of the law, if there was one, seemed to have been 
to effect a “balance of power” between labor and management. 
These two parties were deemed to be in conflict over the divi- 
sion of the proceeds of industry—portions of which both could 
rightfully claim. And the law further seemed to assume that, in 
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this division of proceeds, employees had always been at some 
handicap and had never received their just share. Completely 
forgotten was the simple fact of life that neither party had any 
continuous claim to these proceeds without earning it anew 
each day in the market. Forgotten was the fact that both em- 
ployees and employers had to cooperate in serving customers 
or, failing that, to lose their business and their jobs. 

While it seems to have been the theory that an employer 
can somehow guarantee a wage and guarantee it at a rate 
reached by bargaining, the fact is that in the final analysis it is 
the customers of the business who determine the wage level 
of employees—by their willingness to purchase the goods pro- 
duced at prices which make such wages possible. 

Nevertheless the labor laws were passed with the fallacious 
“balance of power” theory, in the hope that this would enforce 
some vague kind of collective bargaining “justice” and, in 
the process, would tend to avoid the interruptions to a free 
flow of commerce, concern for which had been the prime con- 
stitutional basis for government intervention in the first place. 

Now you may say that the history of the last twenty-five 
years shows this to have been a naive theory indeed. As a mat- 
ter of fact, you might properly wonder whether this Utopian 
result was ever really a sincere expectation of those who 
framed the Act. In this connection, let me refresh your recol- 
lection of one of the paragraphs in the statement of Findings 
and Policies as set forth at the outset of the Wagner Act 
and carried forward by the Taft-Hartley Amendments: 

“The inequality of bargaining power between em- 
ployees who do not possess full freedom of association 
or actual liberty of contract, and employers who are 
organized in the corporate or other forms of ownership 
association substantially burdens and affects the flow of 
commerce, and tends to aggravate recurrent business 
depressions, by depressing wage rates and the purchasing 
power of wage earners in industry and by preventing the 
stabilization of competitive wage rates and working con- 
ditions within and between industries.” 

Now, surely, a bargaining power great enough to avoid 
the alleged tendency of employers to depress wages—a bar- 
gaining power great enough to accomplish stabilization of 
competitive wage rates, things which the policy statement 
mentioned would be a power massive enough to do many 
other things as well. 

And so it has been, as nation-wide unions emerged and 
pushed on toward an ever higher level of wages and bene- 
fits and an ever-widening ambit of bargaining, and the unre- 
lenting tide of inflationary pressure has rolled on. 

Although twenty-five years have gone by since the Wagner 
Act became law, we don’t yet know the full reach of the legal 
duty to bargain in good faith. The other limits of the area 
for compulsory bargaining seem to be about as definable as 
the limits of outer space, although of infinitely greater prac- 
tical importance from the standpoint of profitable operations 
of most businesses. 

The legal limits, such as they are, may lie mainly in law 
other than labor law. If labor pushes too far toward co- 
determination of at least some of the areas still remaining in 
management's area of discretion, labor's eventual entangle- 
ment with the anti-trust laws, which it surely does not want, 
is just as surely accelerated. 

Let us now see what has been accomplished in the labor- 
management area during the period in which the law has 
been in effect. 

I would certainly not want to be heard to say that all de- 
velopments which have been the outgrowth of collective 
bargaining over the last quarter-century have been bad. Unions 
have stimulated management into paths of more construc- 
tive treatment of the interests of its employees. And even 
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where plants or industries are not organized, the ever-present 
threat of organization has served to keep managements alert 
to the necessity of dealing fairly and honestly with their em- 
ployees. 

But the basic problems which were at hand when we began 
the period are still with us and, if anything, their peaceful 
solution has been made more difficult as time has gone by. 

Nearly sixty years ago, Chief Justice Oliver Wendell Holmes 
observed that: 

“One of the eternal conflicts out of which life is 
made is that between the effort of every man to get the 
most that he can for his services and that of society, dis- 
guised under the name of capitalism, to get his services 
for the least possible return.” 

Now, one may argue that this is a somewhat exaggerated 
statement in many respects. It is true of course that em- 
ployees naturally aspire to improve their wages and the secur- 
ity of their position, and that employers naturally aspire to a 
constantly more effective fulfillment of their function in the 
competitive enterprise economy. But it is also true that neither 
side can succeed for long in the accomplishment of the interests 
which motivate it if there is not a proper regard for the inter- 
ests of the other; but unfortunately, and here is the real rub, 
the forces unleashed by the law of twenty-five years ago seem 
to have made it constantly harder to find the framework for 
developing any real appreciation of the degree of mutuality 
of interest of all of the groups which make up a particular 
enterprise. The massive union movements which have emerged 
simply do not seem to be compatible with the solution of 
labor disputes in terms of the problems of the separate com- 
petitive units which are the heart of our free enterprise system. 

Certainly, the “balance of power” concept implicit in the 
Federal Law has brought us no closer to an ability to find 
peaceful solutions to bargaining problems than we were at the 
beginning of the period. The major consequence is that the 
problems have become bigger as the power centers which 
treat with them have enlarged, so that now we are faced 
with instance after instance in which a single labor leader can 
virtually interrupt the commerce of the entire nation all at 
once, with almost total disregard for the wishes of the em- 
ployee and best interests of both the employees and employer 
who are joined together as a competitive unit of enterprise. 

As we earlier observed, the law apparently set out to change 
what its framers considered to be an imbalance of power then 
running in favor of employers. In this, it truly succeeded, for 
certainly the over-riding observation to be made about the last 
quarter-century is that whereas unions entered the period in 
the role of the mistreated underdog, in the role of the White 
Knight in Shining Armor who could do no wrong, they 
have emerged as tremendous, established, aggregates of power, 
recognized as capable of abusing, as well as using, their power. 
It is this power—economic power over vital industry—so 
great as to stand as a continuing threat to the economy of 
the nation, and political power, great enough to be held as 
a continuing threat over the heads of both parties—which 
has created a new image of unions today and which causes 
grave concern over the future of collective bargaining. 

Certainly, in assisting and tolerating the formation of unions 
which operate on a nation-wide basis, crossing and disregard- 
ing competitive lines, the law has done little to diminish the 
causes of labor disputes. One has the uneasy feeling that the 
concept of unionism which it has encouraged actively depends 
for its status upon the ultimate disestablishment of the last 
shred of identity of interest between employer and employees 
of a particular enterprise. One has the feeling that the law 
has encouraged a kind of unionism which is more concerned 
with the progress of unions as such, than with the real pro- 
gress of employees as a part of the competitive production unit 
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of the enterprise system with which they have associated 
themselves. 

And meanwhile the institution of collective bargaining is 
being severely criticized. People everywhere are saying that if 
collective bargaining means strikes like we've had and means 
inflation like we've had—then there's got to be some other 
way. But what “other way”? 

Recently the podiums of the country have been flooded 
with people who want to make a constructive suggestion. I 
don’t know that I have as much right to stand before you 
and make suggestions as some other people who are doing so. 
But as a free citizen in a free economy who hopes that it is 
going to stay that way, I would like to make some observa- 
tions which may be of help in testing suggestions which either 
I, or anyone else, may make. 

Let's start with the frank recognition that our economy is 
being challenged today in an entirely new sense, and that this 
is a principal fact which is going to color our industrial rela- 
tions picture in the next quarter-century. Our economy is 
being challenged by a number of friendly nations, most of 
whose plants and facilities have been developed and brought 
into production in modern times and who are able, therefore, 
with modern methods and lesser hourly labor costs to challenge 
the best in many areas that we are currently able to do here 
in America. As serious as this is, we are also being challenged 
by a totally unfriendly nation, whose declared purpose is to 
destroy our way of life—not necessarily by warfare in the old 
sense, but by economic warfare, waged with the intensity of 
the bitterest pitched battle. 

How are we going to meet this kind of competitive chal- 
lenge? Are we going to meet it by more and more govern- 
ment planning—by more and more government intervention 
in labor relations—by government control over what should 
be produced and when it should be produced—by government 
determination as to how to meet a predetermined growth rate? 

Or are we going to meet it by showing that a free economy 
in the fullest sense of the word is still the most constructive 
solution to the satisfaction of human needs and is still the 
most constructive, productive type of economy the world has 
ever known? 

I know this—that if our course is going to be to turn to 
more and more government intervention—if we are going to 
compete by resort to the same type of planned economy with 
which we are competing—then the effort will not be worth 
the candle—at least as far as I'm concerned. I am vastly more 
interested—and believe most Americans are more vitally inter- 
ested—in the survival of our A:nerican ideals of freedom— 
religious freedom, economic freedom, political freedom—than 
I am in arguing over which nation can run the best con- 
trolled economy. 

What has all of this to do with policies and solutions 
regarding future collective bargaining problems? 

Just this: That if we are going to try to keep a free society— 
we'd better start trying to solve our problems by trying ap- 
proaches which tend to bolster the total concept of freedom— 
rather than edging closer and closer to a planned economy and 
a controlled society. Yet the problems which plague the coun- 
try as a result of major labor disputes loom so large in the 
minds of many people that they seem on the verge of being 
willing to cast freedom to the wind in return for peace. 

How many people do you know who suggest that the answer 
to the king-size labor disputes of our day lies in compulsory 
arbitration or some other government-motivated device de- 
signed to supply the “answer” for a particular bargaining dis- 
pute. Even if yc. don’t- know such people, the poll takers 
find them—and they find them in frightening numbers. Maybe 
these people really think such suggestions would not affect 
them, other than by removing them and the economy from 
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exposure to the hardships of crippling strikes. 

But they would be wrong. For no economy can remain half 
controlled and half free for long. If wages and working condi- 
tions are to be determined by politicians, in some bargaining 
disputes, they will soon be determined in all bargaining dis- 
putes. If wages and working conditions are to be dictated, 
then prices and, hence, profits must be dictated. If freedoms in 
respect to labor contracts are removed, then so will be free- 
doms in respect to commercial contracts. The corporate state 
will have arrived in short order. 

Labor unions are as shy of compulsory arbitration and 
other approaches to controlled dispute settlements as manage- 
ment is. They know full well that a free society is a necessary 
prerequisite for the existence of free nations. 

They know also that an aroused public opinion could turn 
to this unwise course unless something is done to change the 
atmosphere which currently prevails. Finally, they know that 
the primary onus of the problem falls on their shoulders. So 
they have been quite busy with a counter attack. They have 
spread everywhere the gospel that managements across the 
land are conspiring to present a new hardened attitude to 
unions and are busy trying to find ways to destroy them. Un- 
fortunately, they are disinclined to recognize the problem for 
what it is; namely, a manifestation that the growing com- 
petitive pressures on American business make unavoidable a 
departure from past union wage and benefit policies; rather 
they suggest that the problem is mainly one of attitudes which 
might be fixed if only the right kind of top level people from 
both management and labor could get together, get to under- 
stand each other better, and in the course of their discussions 
work out some guide-lines for just and harmonious tabor re- 
lations. 

These suggestions for summit meetings, Presidential advisory 
boards, Tripartite councils and the like, all sound very states- 
man-like. They appear to place unions firmly on the side of 
desiring industrial peace—firmly on the side of desiring the 
best of all possible worlds for everyone. 

Union leaders have been at pains to contend that such pro- 
posals involve nothing compulsory, but simply the develop- 
ment of voluntary recommendations—designed to preserve the 
best of the free enterprise system. 

One cannot but wonder, however, whether any area of agree- 
ment at summit level could assist in resolving the problems of 
any particular bargaining dispute. Would there develop a 
recommended national wage policy? Could there be such a 
thing without a recommended national price policy? Is there 
implicit in these suggestions the idea that some group of 
top level executives, some group of top level union officers, and 
perhaps some group of respected government or public repre- 
sentatives would, in their infinite wisdom, come forward with 
some plans and programs which would tell us all how the 
growth of the country should be fostered and planned, how the 
fruits of growth should be distributed, and how the impact of 
change which inevitably accompanies growth should be ad- 
ministered, here, there, and everywhere? 

If these implications are fairly drawn, then I believe that we 
would all agree that these top level conferences are as poten- 
tially dangerous to the maintenance of a competitive free 
market society as compulsory arbitration. 

Suggestions of this sort for finding a better way have been 
appearing from time to time over a long span of years. After 
World War I, a National Industrial Conference was called by 
President Wilson to treat with post-war labor strife. It was 
requested by him to formulate principles for “genuine and 
lasting cooperation between capital and labor.” And again, 
after World War II, a Labor-Industry Conference was called 
by President Truman. In light of the threat of post-war in- 
dustrial turmoil, he wanted this conference to establish “a 
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broad and permanent foundation for industrial peace and 
progress.” Both of these post-war high-level conference at- 
tempts were failures. A recent news article commented to the 
effect that the first one foundered on the issue of union recog- 
nition, and the second on the issue of union security. 

Any new conferences, at any level, even collective bargain- 
ing conferences themselves, could founder over this issue if 
it Continues to represent the virtually limitless concept which 
it now does. It seems to involve much more than being 
accepted as the bargaining agent of the employees; it seems 
to involve much more than compulsory membership for all 
employees within a bargaining unit. It seems to involve the 
concept that a union is insecure as long as there are any 
groups of employees anywhere who may have chosen not to 
rely upon the bargaining services of a union. It seems to in- 
volve the concept that a union must stay at arm’s length 
from the employer and, in fact, cultivate the image that the 
employer is the natural enemy of the employees who must 
be beaten down from time to time. It seems to involve the 
concept that a bargaining settlement must be a “victory” for 
the union, rather than an acceptable accommodation of mutual 
interests. It has seemed to involve union necessity to engage 
in constant enforcement of wage and benefit improvements far 
in excess of those justifiable on any calculation of improving 
productivity, presumably to support the illusion that unions 
have brought about the rising standards of living which are 
really made possible by improved productivity. In short, it 
has seemed to postulate requirements for union security which 
are completely at odds with the successful operation of the 
competitive enterprise system. 

If continued inflation and a deteriorating ability of Ameri- 
can enterprise to meet the new challenges of a competitive 
world are the prices which must be paid for a secure union 
movement, then union security as thus described is going to 
become a luxury which I believe this nation cannot afford. 

Obviously, this is not what has to be—and both union and 
management leaders know it. There is so much community of 
interest between employers and employees and their repre- 
sentatives that we simply cannot let our free society founder 
over our inability to resolve our differences. 

But in our zeal to find solutions we should not, in my 
judgment, move in the direction of making our problems 
ever larger, and try to carry them to ever higher levels, levels 
which are ever more remote from the respective employer- 
employee relationships which we are trying to improve. 

Surely no small group of union leaders can speak for all 
employee groups—and surely no small group of industrial 
executives, no matter how constituted, could speak for all 
of management. 

Surely what we need to be doing is trying to find the means 
to place our efforts to improve understanding and our efforts 
at improved communication back into the framework of com- 
petitive units which are the foundation of our enterprise 
system. 

Make no mistake about it—we face the potential of some 
very bitter years ahead, although it is certainly not the desire 
of management that they be that way. A great momentum has 
been built up over the past twenty-five years; the level of 
settlements has been higher than can possibly be accom- 
modated in the future as the pace of competition accelerates. 
Restrictions on efficient operations have been built into our 
labor agreements during periods when the tolerance of the 
economy for such restrictions was greater than it is now. 

What can we do in the hope of peacefully adjusting to 
both the management and employee problems inherent in this 
new economic climate? 

Well, of course, we must continually work with union 
representatives in any forum that lends any hope of pro- 
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ducing the opportunity for better understanding. It is not an 
answer to assume that economic force is the only way—and for 
unions and companies to spend their time between bargaining 
sessions working up the blasts which they will level at each 
other as soon as they are next scheduled for a bout in the 
collective bargaining arena. We must hope that something 
can be gained in the way of understanding—in the way of 
understanding the ultimate necessity of common goals as 
between the parties—from a continuing exposure of proper 
representatives of the bargaining parties to the needs and 
viewpoints of the other side. We have tried this kind of 
thing in the steel industry before—and without much success 
—but are trying again—and we must try again. You are aware 
of our Human Relations Research Committee which provides 
a forum for these efforts. We must live in hope that little 
by little something can be accomplished. 

But there is more that needs to be done. After all, the 
employees, themselves, are, or ought to be, the heart of any 
labor organization—just as they are the heart of the business 
organization with which they have associated themselves. For 
too long, managements acted as if they thought that a union- 
represented employee was just that, with almost all the 
emphasis on “union represented” and very little on the fact 
that he was still an employee. They acted as though an em- 
ployee’s sense of identity with his company disappeared when 
he elected union representation, and therefore any real efforts 
at meaningful communication with employees became 
neglected. 

I will admit that much has appeared to justify such an 
attitude in the past. It gives management no comfort to see 
employees blindly hit the bricks in support of demands which 
they may not understand and may not care about. It gives 
management no comfort to hear from some union employee 
that he’s not interested in thinking or talking about some 
issue because he’s paying X dollars a month to X union 
leader to do his thinking for him. 

But where this kind of condition exists, does it not simply 
confirm the terrible default on the part of management in 
having failed to try in every way it knows how to treat the 
employees still as its employees—whose progress and liveli- 
hood is unalterably intertwined with the progress and liveli- 
hood of the enterprise with which each is associated? 

“Communications” may be an overworked word, but it 
is certainly an underworked art, from the management stand- 
point. In the learning and perfection of this art-—both with 
the public and with the employees—lies the real potential for 
a change in the pattern of inflationary and restrictive settle- 
ments of the past—and therefore for an improvement in 
management's ability to meet the competitive challenges it is 
now facing. 

A poor response to communications efforts in the past can 
be no excuse for failure to keep trying; after all employees 
are a lot smarter than they used to be—and so, hopefully, is 
the management. There are encouraging signs that employees 
are gradually coming to understand that collective bargaining 
is not like a beautiful rainbow at whose end can be found a 
pot of gold for the asking; they are coming to understand 
that inflationary wage increases are bound to fall out in 
increased prices; they are coming to see first hand the prod- 
uct of foreign labor on our shores. After all, several decades 
of painful experience can scarcely be ignored, and thinking 
employees are coming to question a lot of things they had 
taken as gospel from their union leaders for a long time. 
Thinking employees deserve the facts; they deserve the oppor- 
tunity to know of the company’s problems, and how it is 
trying to meet them. They deserve the opportunity to exer- 
cise their identity with their company’s future in a knowledge- 
able way, if that is their desire. 
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Increasing knowledge—wider understanding of facts— 
throughout history has tended to reduce strife—to enable 
reason to be substituted for force. Unfortunately, however, in 
this field mere efforts of management to move in this direction 
seem to incite strife. It is discouraging to see the extent to 
which unions will go in trying to characterize every effort by 
management to improve the understanding of employees as 
union-busting. The contention that such actions are anti-union 
is surely a confession that unionism must be anti-company. 
The time is long since past for unions to be taking refuge 
behind the hysterical claim that employers are trying to destroy 
the union movement just because they may indulge in the 
constitutional privilege of free speech in trying to have em- 
ployees understand the economic facts of life from their stand- 
point. If unions are really interested in industrial peace and 
progress, a change in this attitude is one of the most con- 
structive actions they could take. 

With or without union objection, however, American busi- 
ness management must proceed to redevelop its communica- 
tions with its employees. 

If employees do not understand the economic facts sur- 
rounding the company in which they work; if they do not 
have enough knowledge to assist them in judging between 
fact and fiction; if they have no sound basis for appreciating 
how their interests are tied to their company’s financial health; 
if they do not understand something about the competitive 
market system—how can a company complain if its employees 
blindly follow union leadership which, for its own political 
purposes, may follow a course of constantly smothering the 
opportunity of free enterprise for growth and greater ful- 
fillment of the needs of our free society? 

Unions, after all, are political organizations, in the sense 
that they are elected by employees, but it is up to management 
to help to make the climate in which it can be “good politics” 
for unions to follow policies which assist rather than harm the 
interests of the enterprise of which the employees are a part. 
Only in this way can unions and management combine in 
making possible the fullest employment of American industry 
in the service of the nation and the security of its people. 

Now, at about this point, you may be saying to yourself that 
the assigned title for these remarks was “Industrial Relations 
for the Future,” and you haven't heard any mention of many 
of the specific items which you feel are going to be trouble- 
some issues in the years ahead. And of course it’s true that 
I haven't said a thing about automation, the shorter work 
week, contracting out, medical care, or any one of a host of 
specific issues which may become central issues for future 


bargaining if unions elect to make them so. 

I don’t deny that it will be important to know how to deal 
intelligently with any one of these problems—and the expertise 
required on both sides will increase—but in the final analysis 
whether or not any one of these problems can be resolved 
sensibly and with minimum strife is going to be determined 
by whether unions will be willing—or able—to try to seek 
resolution of them in a manner consistent with the best inter- 
ests of a socially tempered free competitive enterprise system. 

Many are the protestations of union leaders in which they 
avow support of our system of free competitive enterprise. 
Yet for years they have pursued a course wholly at odds with 
it. They have built organizations which enable them to con- 
trol labor in entire industries—and even in competing indus- 
tries. With their industry-wide organizations, they have 
advocated and enforced bargaining programs which deny the 
identification of employees’ interests with the progress of the 
enterprise with which the employees are associated. They have 
denied the role of profit as the motivator of growth and 
progress. They have denied the role of the market as the 
discipline of profit. 

They have been able to pursue their course thus far without 
killing off all chance for growth in productivity because, in 
past years, the American market place has had a tolerance for 
inflation and its consequences which is no longer there. And 
unions are now faced with making a real adjustment in their 
programs and policies to accord with a new era. Can they—or 
will they—make it? 

If this adjustment is not practical in union eyes—and if 
union power is not controlled—either by law or public opinion, 
or by force of the voice of the employees themselves—then, 
some unions may follow an alternative course, that of pushing 
on toward complete dominance of our political economy to 
the point where economic life could be run temporarily with 
almost exclusive regard for what are thought to be union 
interests. If this were to happen, free enterprise would be 
gone, and unions might have won a further battle, but the 
working men of the country might also discover that they 
would have lost the war. 

Whether it works out this way—or whether bargaining 
will become oriented to the requirements of an efficiently 
operating competitive enterprise system—may depend in sub- 
stantial measure on the climate of opinion which employers 
throughout the country can help to develop among their 
employees and the surrounding public. This is the real task 
and challenge for industrial relations of the future. 
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E HAVE LISTENED, I think, with great interest to 

what the Ministers of our EFTA countries had to say 

to us this morning. I do not propose to go over that 

ground, but I would, perhaps, summarize it to you as follows. 

I think first of all there was a remarkable unanimity of view 

between the Ministers who spoke to us. Admirably phrased as 

their speeches were in different ways they each, I think, em- 
phasized three main points. 

First of all that the economic problems which we are dis- 


cussing during this Conference must be set in their proper 
background against the political situation in world affairs as a 
whole, and, as was so well expressed by the Norwegian Foreign 
Minister, in this world situation there is a pre-eminent need 
for unity between the European countries. 

Secondly they all emphasized that if there is to be an agree- 
ment between The Six and The Seven then the political will 
is necessary to secure it. 


Thirdly they all emphasized that EFTA itself must be built 
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up into an even greater flourishing organization. 
Those, then, I think, were the conclusions of the speeches to 
which we listened this morning. 


EFTA AND EUROPEAN UNITY 

We in Great Britain, and you in your own countries, have 
always taken the view, I believe, that EFTA is invaluable in 
itself, and it is valuable in order to achieve the ends which 
were mentioned by the Chancellor of the Exchequer this morn- 
ing: an expanding production and full employment, better 
social conditions and an improved standard of living. But it 
is sometimes asked, “Yes, but is EFTA valuable as a means to 
greater unity in Europe or is EFTA itself a means of dividing 
Europe?” Speaking now as one who is handling the questions 
of relations between The Sixes and Sevens in my own country 
I would like to say that I believe that EFTA is not only valuable 
for itself but valuable also as a means of achieving greater 
unity in Europe. 

You, Mr. Chairman, spoke about bridge-building. It is not a 
phrase I always like to use myself because it does convey, per- 
haps, a limited impression of the sort of arrangement which 
could be made between the two groups. But if we use this 
imagery of bridge-building then surely if a bridge is to be 
built it must have a sound platform on each side, and it must, 
moreover, have something worth while on each side for which 
people will want to cross over that bridge, and I think if we 
look at it in that way then we have a very powerful argument 
for building up EFTA as a means to the achievement of greater 
European unity... 

... As the Prime Minister has seen fit to give me the special 
responsibilities for handling these questions affecting The Six 
and The Seven as a Minister within the Foreign Office I pro- 
pose to devote the remainder of my speech entirely to this 
question of the relations between The Six and The Seven, and 
the first thing I would like to say is this. I am extremely glad 
that the Terms of Reference of the Commission should include 
the relations of The Six and The Seven to the rest of the 
world, also including the rest of the world. 

I think it is most important that in all our discussions we 
should remember the background for ourselves, of course, of 
the Commonwealth, and also those countries who termed them- 
selves in Europe “The Forgotten Five,” as well as the immense 
power and influence of the United States of America and the 
position of the rest of the countries under the GATT, and so 
we see our discussions against that background. This was 
brought home most forcibly to me in the talks which I have 
had recently with other governments particularly in Rome and 
in Paris, that in viewing this problem they view it against that 
wider background. 

The second thing I should like to say is this. I believe the 
need for bringing the two groups together is now much more 
widely appreciated in Europe. Here, in this country, the House 
of Commons agreed, with only four dissentients—namely the 
entire Liberal Party—on the 25th July to a resolution urging 
unity between the two groups. The Council of Europe at Stras- 
bourg under the Presidency of Mr. Per Federspiel passed a 
unanimous resolution supported by all countries urging unity. 
At the conference of my own party in Scarborough this year 
there was support—almost unanimous support—for a resolu- 
tion urging an arrangement between the two economic groups. 

In industry and among the trade unions, as you have already 
heard this morning, there is a growing demand that an ar- 
rangement should be reached. Of course it is true, Mr. Chair- 
man, that when resolutions are passed they are usually in the 
terms that an arrangement should be reached which is satis- 
factory to everybody, does good to all and harm to none, and 
omits to specify how this is to be reached. Now that, of course, 
is not unusual in resolutions of this kind. I must, however, 
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exempt the resolution which was put forward by Dr. Heok- 
scher's Committee to the Council of Europe. Bur after all this 
is quite right because it is the job of governments to find out 
how these things can be arranged. We will all welcome the 
report of this Commission on which you are going to work 
and we shall study it carefully and we shall be immensely grate- 
ful for help which you as politicians or businessmen or trade 
unionists or bankers can give us on the technical means of 
solving these problems, on the ways in which they can be 
handled and in the timing of taking action on them. 

There is here today a vast well of knowledge and experience 
upon which we would all like to draw. 


INTER-GOVERNMENT NEGOTIATIONS 


Let me now tell you what is being done at the moment. | 
have given already an account of this to the House of Com- 
mons and to other groups, but I am very glad to be able to 
give it to you here personally today from the countries of 
EFTA. At the end of July it seemed very difficult after a lack 
of success in the Trade Committee to see how any step for- 
ward could be made in order to secure an arrangement be- 
tween the two groups. We, in EFTA, can rightly say that we 
have always not only welcomed but offered the facilities for 
an approach. 

Ever since the original Stockholm Resolution and then the 
Lisbon Meeting and then the request to the Trade Committee 
EFTA has taken an initiative, but by July last it was difficult 
to see how a step forward could be made. The initiative then 
came from Chancellor Adenauer inviting the British Prime 
Minister to Bonn for discussions in August. That was a Ger- 
man initiative and at it Chancellor Adenauer made plain that 
for political reasons in the face of the world situation and what 
he regarded as a greatly developing threat he wanted to see 
closer European economic unity. So it was an initiative for 
political reasons towards economic unity. It was there agreed 
that both sides, the Germans and the British, would take a 
fresh look at the problem, would work at ideas, would each 
consult their partners and would see whether there were any 
possibilities of progress being made. 

A little later on I was able to go to Rome to discuss this with 
the Italian Government. I there found that there was un- 
doubtedly a political will to find an agreement. They were 
most anxious for closer relationships between the economic 
groups. I then had the opportunity of talking to the French 
Government in Paris. There, French Ministers, as they stated 
in the communique, were prepared to consider any suggestions 
put forward by their partners in The Six. The other develop- 
ment which I should like to mention here is the recent state- 
ment by the American Ambassador in London explaining 
American views in which he stated firmly the sympathy of the 
American Government with EFTA and its purposes as well as 
with The Six and explaining that they would welcome unity 
between the two groups provided it was at the desire of both 
and provided that it was not in conflict with the GATT, and 
that statement is re-printed in the present EFT'A Bulletin. 


THE OUTLOOK FOR NEGOTIATIONS Now 

So much, then, for the exchanges which have taken place. 
May I summarize the results. I think, first of all, that the at- 
mosphere today in Europe is better from the point of view of 
relationships between the groups. The times for recrimination 
are past, and if we are to reach an agreement then we must 
look to the future and not to the past. Secondly, I believe that 
we have shown to the Members of The Six that we are genuine 
in our search for an association and for solving these problems, 
that we recognize the reality of The Six and the success which 
it has had; far from trying to weaken it, that we respect its 
strength and its development as being for the welfare of Eu- 
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rope and what we want to see is a stronger unity for the whole 
of Europe. The third conclusion is that we agreed to work out 
ideas and to discuss with our partners. 

So what is our position? It is really this. We are at the 
moment looking for a basis of negotiation. There are no ne- 
gotiations in progress. The most we can do at this stage is to 
endeavour to discover a basis for negotiations. This, I would 
suggest to you, Mr. Chairman, is a pragmatic approach to try 
to find ways and means by which a solution can be reached. 
It is a flexible approach and it is being carried on through 
diplomatic and official channels. By their very nature these ex- 
changes must be confidential if they are to be fruitful, and I 
am quite sure you will therefore understand that I do not wish 
here today to speculate about various ways in which solutions 
could, or might, be reached because I am quite certain that the 
most satisfactory way of tackling this problem in these circum- 
stances is the approach which I| have described. I believe also 
it is the approach to which the Members of the Community 
are most likely to respond. 

Of course, it will take time; there is no short cut. But what 
I find Europe is agreed upon is this: that we must not enter 
into a negotiating position until we can see reasonable chances 
of success. Division of Europe is bad, but what would be worse 
would be a failure, another failure, in trying to reach agree- 
ment. 

Of course, in any developments of this kind there are bound 
to be changes and adjustments, and they will be necessary in 
the interest of the greater good for which we are ail seeking. 
But a dynamic economy, such as Western Europe must have 
if it is to survive, can surely cope with changes and adjust- 
ments of this kind. There will, too, be difficulties but, as Mr. 
Churchill said on a very famous occasion, “Let the difficulties 
argue for themselves.” Certainly in my experience they do so 
with a good many voices. Let us then not talk of the difficulties, 
bur let us turn towards ways and means of overcoming them. 

I am sometimes accused, Mr. Chairman—indeed, I have al- 
ready been accused in this hall today—of being enthusiastic. 
I make absolutely no apology for being enthusiastic about this 
matter, but that does not in the least reduce my realization that 
what is also required is patience and persistence; patience in 
order to find a way and persistence to overcome the obstacles. 

I mentioned that at the Bonn Talks it was agreed that we 
would both work out ideas, and the German Government and 
ourselves have been working on that in the early autumn 
months. The first exchange of those ideas has just taken place in 
Bonn between officials of our representative governments, our 
own Government led by Foreign Office Officials and, of course, 
helped by the Board of Trade from this country and the Eco- 
nomic Ministry in Bonn. That exchange of ideas has taken 
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place and we are now considering the results of that exchange. 
We shall pursue these ideas and these exchanges and we shall 
continue them. Arrangements are being made to that end and 
we shall continue to explore the ground. 

I have already had the opportunity on the first stage of 
keeping the EFTA governments informed through the Minis- 
terial Conference at Berne. We are able, as the British Govern- 
ment, to discuss this with our Commonwealth partners at the 
Commonwealth Finance Ministers’ Conference in London in 
September. We shall now continue to keep the EFTA govern- 
ments informed of this further stage, as, indeed, we shall also 
inform the Commonwealth. 


UNITY A MATTER OF POLITICAL WILL 


To sum up, Mr. Chairman, three things, I think, stand out 
if we are to make progress in this search. First of all, the politi- 
cal will; secondly, a reasonable chance of reconciling the very 
large number of interests involved in this problem; and thirdly, 
there must be a fair deal for all those interests which are to be 
reconciled. One side cannot be expected to give everything and 
neither can the other side be expected to gain everything. 

Mr. Chairman, after the war Europe felt the need to search 
for unity and to reconstruct itself economically. With the great 
help of Marshall Aid and of OEEC it succeeded in doing so 
beyond, at one time, anybody's possible expectations. Some 
countries in Europe then felt the need to go further in develop- 
ing their political unity, and they have done so with a remark- 
able success which we must all acknowledge. Now today in 
the face of a serious world situation we also feel the need to 
restore a closer unity to the whole of Europe. We have a real 
fear that economic groups can lead to political divisions. Eu- 
rope is already divided politically by the Iron Curtain; that is 
bad enough. To have the free half of Europe divided once 
again by economic groupings leading to political divisions 
would indeed be extremely dangerous, and what I feel is this, 
that through the centuries the world has owed a great deal to 
the civilizing influence of Europe. Over the centuries Europe 
has exerted its influence far and wide, but today that influence 
cannot be taken for granted. Perhaps it is that Europe does not 
yet realize how in the new world situation with emerging con- 
tinents and other great powers its influence may slip away. Not 
only is that dangerous for Europe; it is also a loss to the world. 

We, here, in the countries of Europe have our differences— 
of history, of character, of traditions, of circumstances, some 
with dependencies, ourselves with a great Commonwealth of 
independent and dependent territories and countries, some of 
us in NATO, some outside it. But we are all part of a great 
European inheritance. To maintain that and to maintain its in- 
fluence we must strive for unity and strive with enthusiasm. 


€ 
Perpetual Prosperity 
THE DYNAMIC CONSERVATION OF TIMBER 
By OWEN R. CHEATHAM, Chairman, Georgia-Pacific Corporation, Portland Oregon 


Delivered to the Forum of The Portland Chamber of Commerce, National Forest Products Week, Portland, Oregon, 
October 17, 1960 


R. CHAIRMAN, honored guests, ladies and gentle- 
men, it is a great honor to have been asked to speak 
to you here today on the occasion of the first day 

of National Forest Products Week. And I appreciate it. 

The famous industrial genius, Charles Kettering, once told 
an inquiring reporter: “I am only interested in the future 
because I expect to spend the balance of my life there.” I 
believe it safe to assume that we all share this notion. 


A future that is planned and managed for growth is the 
most exciting and rewarding kind. In fact, a future spent in 
calmly admiring something that has stopped growing 1s really 
no future at all. 

This is a fact to keep in sharp focus as we discuss the 
timberlands of America, and the Pacific Northwest and Oregon 
in particular. As you know, the official tree of Oregon—the 
Douglas Fir—grows rapidly for 70 years then begins to slow 
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down. It slows down even more after 80 and grows at a snail's 
pace after 100 until ultimately it quits entirely. But, a whole 
forest of trees—properly managed, nurtured, and harvested— 
will never stop growing! 

Timber is the only natural resource that continuously 
replaces itself. To this wonderful fact, let us harness a couple 
of sciences—first, research which steadily enlarges the use of 
each harvested tree; second, scientific forestry which steadily 
accelerates regrowth. Now we have as close to a guaranteed 
formula for economic growth as can be compounded. The 
formula works particularly well in the Pacific Northwest, and 
perhaps better in Western Oregon than anywhere. For, in 
the raw materials which make up the formula, Oregon is richly 
endowed. 

We are richly endowed by nature. Oregon has more than 
20 per cent of all the saw timber in America. It has adequate 
fresh water, ideal river and harbor facilities, and ample supplies 
of low-cost power. But more important, Oregon has the finest 
timber-growing land in the world, capable of ultimately pro- 
ducing an annual growth of over 15 billion board feet per- 
petually. Indeed, with foresighted management, Oregon will 
have more timber—more cubic inches of wood fiber—S0O 
years, 100 years hence—and on up—than it has today! 

Many fine and nationally known forest products companies 
are operating in Oregon and the Northwest and are a vital 
part of the future of this region. Among them: Crown-Zeller- 
bach, Simpson, U. S. Plywood, Weyerhaeuser, and dozens of 
others. This area and the nation can be justly proud of them, 
and I do not believe you will think me immodest if I add 
my own company, Georgia-Pacific, to this group. 

To play our role in the over-all growth picture to the best 
of our ability, we shall continue to employ a timber philosophy 
which will assure continual success. Some people call it 
perpetual growth; some call it sustained yield. But, I would 
like to coin a new term which seems to more vividly and 
fully describe the process. I would like to call it dynamic 
conservation. 

We should all believe in conservation and we should all 
practice it. We must be insistent that America’s greatest natural 
resource will not be burned, eroded, or dissipated. But, neither 
do we want to see the valuable timberlands wasted through 
lack of use nor stunted through lack of scientific forest man- 
agement. So, conservation alone isn’t an active enough word 
to describe our mission. Negative conservation eventually 
destroys its own objective. Dynamic conservation, on the other 
hand, increases the timber by growing more of it while getting 
more out of it as each year goes by. 

To illustrate dynamic conservation, I must of necessity use 
Georgia-Pacific as an example, because that is the company 
I am supposed to know most about. Now what I have said 
thus far is the central idea behind Georgia-Pacific Corporation. 
The idea isn’t new. It was there in the beginning and it’s been 
there all along, and it will always be there. And it has been 
outstandingly successful, too. For in the over three decades of 
Georgia-Pacific’s existence, each decade has shown about the 
same rate of growth, in relationship to invested capital, com- 
pounded. 

This, too, is the same underlying idea and propelling force 
that can assure the future growth and success of the whole 
forest products industry. An examination of the facts will 
disclose that the great potential of Oregon and its timber 
industries has not yet been realized—that its fulfillment lies 
in the future. 

From time to time we have all heard stories implying that 
the forest products industries in Oregon might possibly be 
on the decline. I vigorously dissent from any such woeful 
conclusions. I disagree that the timber industry is “gradually 
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withdrawing from the Oregon scene.” Indeed, we of Georgia- 
Pacific Corporation believe that Oregon—and Portland— 
because of important over-all trends, are emerging as a greater 
factor than ever in the timber using industries of today and 
tomorrow, and perpetually. 

Many basic changes have taken place in the past decade 
and many are continuing—changes which, while they may 
be altering the complexion of the sawmill industry as such 
in Oregon, are serving at the same time to confirm Oregon as 
the forest products capital of the world—and thus a center 
of the timber products industry for the perpetual future. 

There's an old Chinese proverb that goes something like 
this: “If you want a crop for one year, grow millet. If you 
want a crop for 50 years, grow trees. If you want a crop for 
100 years, grow men.” With your permission I would like 
to amend this bit of ancient wisdom by adding just one more 
sentence—"If you want a crop forever, grow men who know 
how to use and re-grow trees.” 

Modern forest management has shown us how to grow as 
much new timber as we use. Modern industrial genius has 
shown us how to produce a whole host of products from trees 
of all ages. 

Because of these developments there have been and will 
continue to be realignments within the industry. As the old 
segments based entirely upon mature, old-growth, overripe 
timber decline, other and more profitable segments of the 
industry emerge. As companies find ways to make newer, better 
and more products from the growing timber crop, new services, 
new material requirements, all serve to bring additional 
strength and diversity and added employment, payrolls and 
perpetual prosperity to Oregon. Everyone knows that in the 
case of the entire industry, the mature, old-growth, overripe 
timber cannot be with us forever. It must be harvested or it 
will deteriorate and die as the years go along. It must be 
harvested to make way for new growth—perpetual new growth, 
and out of it all is coming an orderly transition to a stronger, 
bigger and better forest products industry—and more growth 
of the crop we call timber. 

Consider, for example, what used to be known as the 
Boeing tracts in Lincoln County, Oregon, with which many 
of you are familiar. The North Boeing tract consists of old- 
growth Douglas Fir, that is upwards of 420 years old, whereas 
the South Boeing tract is about 80 to 100 years old because 
the original stand was burned off by the Indians. We have 
made an intensive study of the growth of these two tracts. It 
is enlightening to know that over their respective lives, the 
younger timber in the South Boeing tract has produced five 
times more growth per acre per year than the older timber 
in the North tract. And the industry is aware that ways have 
now been found to get as much dollar return from this young 
growth as from the old. Food for thought, isn’t it? 

Or, more amazing—take Georgia-Pacific’s Redwood reserves 
in northern California. There the second growth timber is 
showing more growth in 50 years than the old-growth has 
added in the last 1000 years! 

Emanating as some of us have from another great timber 
center of the nation—the Southeast—and with substantial 
operations in the South, we of Georgia-Pacific may realize 
better than some the great value and future of growing timber 
as a crop. Back in the twenties, one heard many tales of woe 
in the South that the old-growth timber would be gone in 
a few years. Little did people then realize that today, with 
the old growth virtually gone, the second growth crop would 
be worth many times the value of the old growth of the past. 

When I was a small boy, my grandfather told me that when 
he was released from the army at the end of the Civil War 
in 1865, he gave some thought into going into the lumber 
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business. However, he was advised that “in 20 years all of 
the timber would be cut out,” so instead he went into tobacco 
farming in Virginia. 

Productivity, progress and prosperity—all are greater from 
the new Southern timber resources than ever before, thanks to 
research, new uses, and scientific forest management. 

These are some of the reasons why we of Georgia-Pacific 
have great faith in the future of Oregon and the Northwest 
as a perpetual forest products center. Indeed, we have proved 
our faith by deeds. In the past decade our Company has paid 
out more than $300 million in cash in the process of acquiring 
West Coast timberlands—and has spent over $60 million in 
the last five years in new plant construction, the major share 
in Oregon. Moreover, we are completing this year some $18 
million additional investment in new plants. The results of 
these investments are a matter of public record. 

Research is the lubricant of dynamic conservation. It results 
in more and more profitable use of each harvest, integrates 
production facilities with the forests, and accelerates the grow- 
ing of new trees. 

A good example is the Georgia-Pacific integrated operations 
at Toledo, Oregon. In 1951, about nine years ago, we purchased 
a sawmill and related timberlands there. The operation did not 
own anything like enough timberlands for a perpetual opera- 
tion. There was only enough timber at the then rate of 
production to last until 1960. This is the year the economy 
of Toledo was supposed to wither. Our first step was the 
acquisition of adjacent timber and timberlands through several 
large purchases to make practical a long-range, perpetual 
harvesting and regrowing schedule and the placing of all 
the timber under a perpetual-yield plan. Next was the con- 
struction and engineering program which called for the best 
possible utilization of this timber harvest—to reduce the log 
requirements of the sawmill—a program which required a 
new plywood mill, a new paper and containerboard mill, and 
other new facilities, with an expenditure for new plants of 
over $40 million. Under this program the best of the logs go 
for the manufacture of plywood and veneers; the logs that are 
not suitable for that go to the sawmill; and the waste material 
from both these operations, which was formerly burned, goes 
into the paper mill. Moreover, supporting salvage operations 
are conducted to utilize low quality logs and tops that were 
formerly left in the woods. 

Well, what's the score after nine years of this at Toledo? 

. The timber supply is on a perpetual yield basis. 

Employment has increased 50 per cent. 

. Payrolls are up 100 per cent. 
. The amount paid out for services and supplies is 
up 65 per cent. 

5. The area population has increased by 33 per cent. 

6. Sales from the Toledo operations have increased by 
100 per cent. 

7. And, the annual rate of timber harvested is /ess 
than it was nine years ago. In other words, through 
research and scientific iorestry management, the rate of 
timber harvest has actually decreased, and all these other 
developments are on the record, measurable in community 
well-being, increased productivity for a growing economy, 
and increased profits for the stockholders. 

Not only has this procedure created a sustained and perpetual 
economy, but it has also added substantially to the tax base, 
and to the ability of Oregon to provide for the needs of its 
people. In the Toledo area, for example, the annual taxes paid 
on our new paper mill alone are nearly 40 times the annual 
revenue lost each year through the removal of the harvested 
old-growth timber from the tax rolls. 

While Toledo is a classic example of dynamic conservation, 
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we can cite similar examples of perpetual yield and maximum 
utilization, either completed or under way, at our other major 
operations, including Coos Bay, Springfield and Pilot Rock 
in Oregon—and Eureka-Samoa and Feather Falls in California. 

The ownership of a perpetual and everlasting supply of 
good, well located, well-managed timber and timberland, is 
not only important to guarantee perpetual and growing opera- 
tions, but it is just plain good economics. 

Several years ago, the late Dr. Charles Roos, of the Economet- 
ric Institute, conducted a study on timber values. Digging back 
into all available records, he found data going back as far as 
200 years. He brought his studies up to date by 20-year periods. 
He could not use the dollar as a basis of comparison because 
the dollar has fluctuated in purchasing power. Instead, he 
used as a measuring stick twelve other commodities, such as 
wheat, corn, cotton, iron ore, and coal. His study disclosed 
that, in each successive 20-year period over the 200-year 
record, timber was worth more than it was the preceding 20 
years. In other words, it took more bushels of wheat or more 
tons of coal to buy a thousand feet of standing timber in any 
given 20-year period than it did in the preceding 20-year 
period. 

This is not difficult to understand when you examine the 
underlying facts. A host of new products made from wood 
fibre has come into our way of life in constantly increasing 
quantities. As late as the 1920's, when we thought of timber 
we all thought of lumber as the end product. Today, when we 
think of things made from timber, we think of plywood, paper 
and paper products, hardboards, particle board, plastics, syn- 
thetic textiles, chemicals and many other items, as well as basic 
lumber. In the United States, the per capita consumption of 
plywood and of paper and paper products is increasing at as 
fast a rate as any basic industry. 

One of the toughest jobs the engineers of the future are 
going to be confronted with will be that of supplying the raw 
materials for our industries. And here again it must be borne 
in mind that timber is the only natural resource which can 
replace itself—and in less than one man’s lifetime. 

Of the approximately ones million acres of timber and 
timberlands which Georgia-Pacific owns outright in the United 
States, more than 50 per cent is in Oregon. This reserve con- 
sists not only of mature old-growth timber but of second 
growth in all age groups, ranging up to 75 to 100 years of 
age. And it is being managed on a long-term plan that will 
furnish a perpetual supply of raw materials for our mills. 
Timber grows 24 hours a day and it not only guarantees 
perpetual operations but it places a sound floor under earnings. 
Moreover, as the mineral rights are owned on nearly all of 
this acreage, the royalties from proven reserves of natural gas, 
metallurgical coal and other minerals, all increase the potential. 

A successful long-range program requires carefully planned 
harvesting, followed by scientific regrowing. Yes, nature will 
take care of regrowth after a fashion but nature alone isn’t 
enough. As we harvest old-growth, mature timber, we must 
plant and grow more timber. We sow tons of seeds by helicop- 
ter. We must make sure that the harvested land is properly 
reseeded, so we follow up seeding by manual planting of 
millions of nursery seedling trees to fill in the gaps. Each year, 
in Oregon alone, Georgia-Pacific is planting more than 214 
million of these new trees. 

Dynamic conservation equates with public responsibility— 
but it is good economics too. It works. In the case of Georgia- 
Pacific, it has consistently accelerated regrowth, improved the 
recovery from timber harvested and sharply increased profit 
margins. 

The forest products industry makes a great contribution to 
the economy and prosperity of the nation. We of Georgia- 
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Pacific are glad to be playing our part. Of interest wherever 
we operate, and particularly in Oregon, I would like to note 
for your information: 

1. Our total payrolls are about $50 million annually, of 
which 56 per cent is in Oregon. 

2. Our total employees number over 11,000. 6,500 are 
in Oregon I am told this is the largest group of 
employees in the state. 

3. We pay out annually for goods and services about 
$26 million, of which 46 per cent is in Oregon. 

We operate 46 plants in 33 localities in the United States. 
But we must never forget that sales and distribution are im- 
portant, and to accomplish this we have 70 branch sales offices 
and distribution warehouses located in major cities from coast 
to coast, and to serve the export trade we have outlets in more 
than 36 countries abroad. 

But above all, to implement dynamic conservation nothing is 
as important as people, and we are proud of the Georgia- 
Pacific people, their integrity and their record. A wise man 
once said, “The owner's eye is the best fertilizer.” And Georgia- 
Pacific management and employees are substantial stockholders. 
Through its stock bonus plan all salaried employees participate 
in such ownership. Also, as the result of cordial management- 
labor relationships our A. F. of L. hourly employees have 
recently adopted a plan whereby they, too, participate in owner- 
ship of the company through a continuous investment fund 
administered by trustees jointly appointed by management and 
labor. 

We endeavor to be constantly mindful of our civic 
responsibilities and try to be good citizens wherever we 
operate. We are grateful for our opportunities to aid civic 
improvement, to provide scholarships, to support charity and 
welfare, to work in our individual churches, and to help 
forestry research at various colleges and universities. Our 
forests are operated on a multiple use basis and are open to 
the public for hunting, fishing, and other types of recreation. 

I cannot let this opportunity pass without saying to you, 
so large and illustrious a group of Portland’s citizens, on the 
occasion of this National Forest Products Week, that we are 
tremendously proud to have Portland as the location of our 
General Offices and the base from which all of our operations 
emanate. It is an appropriate, logical and natural location, 
for Portland is the timber capital of the world and the 
metropolis of Oregon, where some 60 per cent of the economy 
comes from the forest. No other section is so endowed with 
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natural resources. We foresee growth far and beyond the 
800-thousand population of metropolitan Portland. Certainly 
there is every warrant for an optimistic outlook for the forest 
products industry and for over-all industry, and the obvious 
great growth and expansion which lies ahead for this great 
area. The recent civic improvements that have been made; 
one of the nation’s largest and most modern airports, a new 
modern hotel recently completed and another, under construc- 
tion, to be one of the largest in the Northwest, the new 
Memorial Coliseum, which will attract great meetings and 
conventions of national importance—all speak well for the 
spirit of Portland and of Oregon and its citizens. 

The history of Oregon and, indeed, of the great Northwest, 
is rooted in its endless boundaries of rich, green, growing 
timberlands, unexcelled in the world. There was its strength in 
decades past. There lies the foundation for its unceasing growth 
in the future. 

I never fail to get a thrill in coming into Portland— 
in seeing its surroundings; beautifully cultivated farm lands, 
perhaps the most fertile in the world; its great forest lands; 
its breathtaking scenery accented by snow-capped Mt. Hood, 
Mr. Adams and Mt. St. Helens; its great rivers flowing to 
the nearby Pacific. 

And may I share with you another thrill relating to “home 
country.” About two weeks ago I went down to Virginia, my 
native state, to visit my mother who has always resided there. 
We drove over to nearby Lexington and attended a football 
game at historic Virginia Military Institute. We walked 
through the campus of Washington and Lee University which 
adjoins VMI. We passed the Chapel which is the last resting 
place of Robert E. Lee. I saw one of his quotations, “The 
education of a man is never completed until he dies.” I 
could not help but think that this is basic to research and 
indeed to all progress. While the ingenuity of man has 
contributed much to past progress, there remains a great deal 
more to learn and the future is unlimited. The past is truly 
prologue. After the game we visited some of the historic 
VMI buildings. Engraved in the stone of Stonewall Jackson 
Arch I saw another quotation from that great military genius, 
“You may be whatever you resolve to be.” And so it is with 
this great city and state, backed by unexcelled resources. “You 
may be whatever you resolve to be.” 

In closing, may I say that I am grateful for this invitation 
today. My associates and I join you in this high resolve. Thank 
you. 


Computers 


MAN’S NEW FREEDOM 


By GORDON SMITH, Director of Marketing, Univac, Remington Rand Corporation, New Y ork City 


Delivered before Emory University Alumni and Business Leaders, Atlanta, Georgia, November 8, 1960 


LUMNI OF EMORY UNIVERSITY, members of the 

Southeastern business community and friends of Emory 

.. . It's a pleasure to be back in the gracious climate 

that is Emory under less hurried conditions than time afforded 
me on my recent initial visit 

My relationship with Emory, though brief, has brought me 

to quick appreciation of its role as a nerve-center shaping the 

culture and the ideas of the Southeast into reflective but pro- 

ductive awareness. 
In the academic community, Emory has forged a working 
reputation for being aggressive and inquiring without, at the 


same time, falling prey to attention-getting fads devoid of in- 
tellectual vitality. 

In this atmosphere of selective curiosity, what could be 
more relevant, than for Emory to become a partner in the 
most unique departure from traditional education and busi- 
ness practices ever attempted: the cooperative, top-to-bottom 
training of Univac personnel and customers on the effective 
use of electronic computers . . . and, I can assure you—from 
compelling experience—that computers are no fad. 

Essentially, Emory will exchange facilities in return for com- 
puter know-how and use. 
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Emory is one of the first universities to join in a nation- 
wide, multi-million dollar training program, that so far in- 
cludes Purdue and University of Southern California. Two 
more training centers are planned for the immediate future, 
location as yet undetermined. 

As the first company to inaugurate regional training cen- 
ters at universities, Univac has thus far, in conjunction with 
Eastern Regional Headquarters, graduated some 1,500 em- 
ployees and customers. 

Some time ago, a presidential fact-finding board sounded 
a cry for more and better trained minds if this country is to 
continue to have a place in the sun. 

What could be more appropriate than for industry and our 
great universities to join forces to meet this challenge. 

Today, the management man who lays claim to well-round- 
ed understanding of business practice must have a basic work- 
ing knowledge of electronic data processing in all its myriad 
commercial and industrial applications. 

On the academic front, any business curriculum at the col- 
lege or universtiy level is incomplete without training in the 
role that the computer plays in the business world. 

The Univac division of the Sperry Rand Corporation that 
I represent, believes that computers have become such an in- 
tegral part of our daily lives that nothing short of the best 
training on how to use them will suffice. It is this reasoning 
that prompted us to approach Emory University. 

When Presper Eckert—father of the modern computer and 
now an officer with Univac—was building the first computer, 
a Univac, little more than a decade ago, the experts were at 
pains to predict a market for more than three of these elec- 
tronic wonders. 

Today, over 5,000 computers are fast changing the face of 
America, with 16 manufacturers offering a variety of com- 
plicated blood lines for different purposes in a $2-billion 
market. 

Computers touch every facet of our lives from the cradle 
to the grave. 

From the time the doctor slaps us into making our first 
noisy protest against life’s demands, the computer steps into 
the picture... 

Just one month ago, a noted Philadelphia »ediatrician 
teamed with Univac to launch a study into the causes of 
infant death and disease—some 800,000 reproductive fail- 
ures annually. Through initial data reduction of 100,000 
births in 100 hospitals, nation-wide, to the media of elec- 
tronic data processing, medical authorities believe they can 
eventually reduce newborn deaths annually by 12,000 to 14,- 
000. Ultimate goal is the recordation of 4,500,000 newborn 
annually to punched cards or other more advanced media. 

In state governments and local municipalities, computers 
are correlating birth statistics, wills, tax levies and land sur- 
veys for recordation. 

For those who survive the rigors of childbirth, the next 
computer contact is the United States Census Bureau. For 
the 1960 census, the Bureau is using four Univacs and a film 
optical sensing device called Fosdic. By converting microfilmed 
source data to magnetic tape, moreover, the need to hire and 
train over 2,000 key punch operators has been eliminated. 

During school days, reading, writing and ‘rithmetic test 
marks are correlated on computers, as well as 1.Q. and apti- 
tude tests. 

For those who drive their children to school, it may be 
interesting to know that one of the Detroit big three recently 
used our Univac Service Center at Southern Methodist Uni- 
versity for experimental design purposes. 

On the way to that same school, with increasing frequency, 
particularly in metropolitan areas, computers are simplifying 
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traffic into rapid flow patterns with thruway and parkway 
systems, the most recent example being San Francisco. 

Turning to food consumption, computers are determining 
blends in baking and meat products. Again, the Univac Service 
Center at Southern Methodist University has developed a 
program for sausage blending with complete quality control. 

Rath Packing Company has taken the guess work out of 
meat buying by using a computer to peg meat prices by type, 
yield and quantity of meat products. 

In Chicago, a supermarket chain is using a computer to 
ascertain traffic and buying patterns. 

In transportation, railroads use computers for everything 
from freight car locations to guaging the short-term money 
market. The Chesapeake & Ohio Railroad uses Univac flash 
reports from decentralized operations to predict an accurate, 
daily cash position, and thus take advantage of interest rates 
in the short-term money market to the tune of $1-million 
plus a year. 

Looking skyward, commercial airlines are using compu- 
terized reservation systems. Agent sets in scattered locations 
throughout the country communicate information on reser- 
vations and weather to a central computer hundreds of miles 
away that, in turn, answers inquiries and alters transactions 
instantaneously. 

Still airborne, the Federal Aviation Agency uses six Univac 
systems for air traffic control to determine flight fixes, arrival 
times and flight conflicts over a given area. 

In the world of money, many banking services are handled 
with increased accuracy and efficiency by computers. In Chi- 
cago, Harris Trust and Savings Bank, using a Univac II, is 
the first bank in the country to convert complete checking 
account operations to a large-scale, general purpose computer. 
Accounts are located and records updated at an average rate 
of two accounts per second. 

When you purchase a home, your attorney may have re- 
course to a computer as part of an information retrieval pro- 
cedure, should your title be in doubt. 

Your automobile and life insurance premiums are updated 
and noted by computers. 

For the aesthetic, the University of Illinois has programmed 
a computer to compose musical scores. More immediate, only 
last week, a CBS show called “The Thinking Machine” showed 
a computer at Massachusetts Institute of Technology that 
writes westerns, and even southerns. 

On the military front, for supersonic planes and missiles, 
computers function automatically controlled by radar signals, 
to control ICBM'’s. 

The Nike Zeus was designed to reach an intercept altitude 
of 200-250 miles in less than two minutes. A steady flow of 
information from near and distant tracking stations enables 
the computers within seconds to dictate a precise launching 
time, to predict exact intercept time and place, and to issue 
steering orders so that the anti-missile missile will intercept and 
destroy the enemy ICBM at a safe distance above the earth. 

The U. S. Army, in the area of chemical warfare, is using 
computers to determine toxicity for attack and defensive 
purposes. 

The Office of Civil and Defense Mobilization has struc- 
tured a survival model on a Univac embracing 400,000 con- 
tact points of domestic resources to evaluate attack and post- 
attack conditions in the event of atomic war. 

Most familiar to us all, of course, are the computers used 
in payroll, billing and inventory procedures in the conduct 
of everyday business activities. 

Many of these computer applications cited have their origin 
in the first decade of electronic data processing, an era that 
saw business, science and government take delivery of $1-bil- 
lion worth of computers. 
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These breakthroughs in technology resulted from the ven- 
turesome spirit of the men in the computer laboratories of 
the industry. 

What next? What about the next decade? 

For this answer, we must again turn to current develop- 
ments in the computer laboratories. 

The industry that I represent is heavily engaged in high- 
speed memory research to improve random access ability of 
mass storage locations to input-output units. 

Our engineers now have working models in the laboratories 
which operate in nanoseconds—a word of Greek derivation 
meaning one-billionths of a second. 

To fully appreciate the overwhelming significance of this 
development, think—if you will for a moment—in terms of 
four revolutionary levels of speed attained during the past 
decade, and use the human factor as a base point for reference 
and comparison: 

1. Desk calculators were faster than man. 
2. Mark 1 was 10-20 times faster than the desk calcu- 
lator. 

Eniac was 100 times faster than a human being. You 

see, I am beginning to talk in terms of factors of 100. 

Thus, Eniac would represent the second level of 

speed, or the second 100 factor. 

4. The giant Univac Larc, recently delivered to the AEC 
and the U. S. Navy falls in the third 100 factor as 
related to human speeds. 

To inject a little reality, consider that the Larc can perform 
750 additions in the wink of an eye. Or, another example, 
the Larc operates in manoseconds, the time it takes light 
traveling 186,000 miles a second to move one foot. 

The scientific conclusion is that we are getting close to the 
Einstein limits of these things. Computer laboratory research 
that will produce still another level of speed—the fourth 100 
factor. 

This takes into consideration the whole area of thin film, 
of which you may have heard. Thin deposits of magnetic 
substance are placed on a surface such as glass. This process 
makes possible operating speeds in nanoseconds. 

Even beyond this, industry scientists believe that the field 
of cryogenics—that branch of physics dealing with the phe- 
nomena of extreme cold—through refrigeration techniques 
will produce speeds in fractions of a nanosecond. This is so 
fast, that it is impossible to measure with means available 
today. 

This is all pretty heady stuff, when you come to realize 
that as recently as July, 1948, tucked away on page 46 of 
The New York Times, was the announcement that a team 
of Bell scientists had developed a device called a transistor, 
the door-opener to solid-state physics and the death knell for 
the vacuum tube. 

Today, widespread research is being conducted on devices 
called tunnel diodes and mesa transistors—cheaper and faster 
than transistors. This work, combined with thin film research, 
will, scientists believe, produce the fourth 100 level of speed— 
and memories that will search, sort and update in fractions 
of a nanosecond. 

Currently, laboratories have developed units with billions 
of characters of storage at suprisingly low cost, and relatively 
high random access ability—fractions of a second. We will 
be able to sort and find items in fractions of a second, long 
before most of us will know how to use these developments. 

With today’s integrated data processing, you have high in- 
ternal speeds and processing flexibility. The only relative delays 
are in input and output, a comparatively short-lived condition 
in view of laboratory developments. 

The need today is for real-time operation—a means that 
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produces immediate information about a transaction in terms 
of all other related activity. 

In the face of such computer versatility and speeds, it 
would be relatively easy to draw an erroneous conclusion— 
that human beings are on their way to becoming obsolete. 

To this, the answer is a resounding no. 

Computers extend man’s capabilities by availing him a new 
level of competence. Computers cannot think, however. And 
they are no better and no worse than the people who pro- 
gram them. 

The shift in emphasis of the computer's role in the second 
decade of electronic data processing strongly supports this 
thinking. 

Primarily, the first decade, computer emphasis was directed 
to paperwork applications. Business was then confronted by 
a paper mountain that in some cases, such as the Chesapeake 
& Ohio Railroad, exceeded one billion pieces of paper a year. 

Pioneering efforts with computers during this first decade, 
successfully solved the paperwork scourge, though many or- 
ganizations have yet to avail themselves of these benefits. 

Computer emphasis for the second decade of electronic 
data processing has shifted to decision making. Taken in this 
frame of reference, the computer is a child of the times, a fol- 
lower of man rather than a leader... 

The reasons are compelling and clear: companion to the 
role played by the computer in extending man’s capabilities, 
are the increasing competitive demands on management for 
timely, profitable decisions. 

Since 1940, American industry has been moving steadily 
in the direction of the “open game.” Meetings, trade associa- 
tions, government regulations, mobility of key executives, non- 
patentability of a growing number of new inventions, along 
with cross licensing and other devices that universalize new 
developments, abolish the ability to keep individual corporate 
plans secret. 

Increased competition—framed in the climate of the “open 
game’—places a premium on making the proper choices at 
the top level of management. 

To the mathematician, an “open game” means a game, real 
or simulated, in which each of several alternatives available 
to each opponent are readily discernible to the players. 

The exciting thing about playing the “open game” in busi- 
ness today is that it pays off the winner so handsomely. 

Now a game implies skill and risk taking . . . winning and 
losing. 

It is the difference between the professional and the ama- 
teur. The professional gamester in business or government will 
move intuitively, give free rein to his imagination, marshall 
the facts, identify his alternative choice, draw from experience 
and exercise judgment—that intangible from which good de- 
cisions flow. 

Take the recent U-2 furor. Aerial photography—which 
identifies a six inch parking strip from a height of 15 miles— 
has destroyed the trade-in value of international secrets. The 
skies are open skies, if not by right then by power, and have 
been for several years. 

Again, consider a parallel force—business. I would like to 
suggest strongly that capacity to maintain the competitive lead 
in the insatiable grip of an exploding technology has arrived 
at the point where . . . economic survival hinges upon choosing 
the right alternatives most of the time. 

We have arrived at a plateau in our own industry where 
few patentable inventions are impossible. Certainly, this is a 
most predictable climate in a highly competitive field where 
available alternatives are well known to each of us major 
competitors in the field of electronic computers. 

We are confronted by a pattern-setting moment of truth 
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in history whereby the element of surprise by invention will 
lose its knockout power. Proprietary and exclusive alternatives 
are stripped of their former deciseness, laid bare by the accum- 
ulated technology for fact gathering. The ability to maintain 
secrecy and thus surprise, has moved over to make room for 
planning and timing. 

Clearly, then, management is coming to realize that it must 
rely increasingly on science and technology to fashion the fab- 
ric of decision. 

In the forward ion of this technology, the computer 
plays the most significant role in the ceaseless quest for facts, 
upon which to decide between alternatives. 

Superimpose this “open game,” non-secret way of life that 
has evolved almost imperceptibly in our modern world, on the 
phenomena of the jet and high-speed communication, and you 
have the ingredients that make “instant” the password to con- 
temporary American society. 

In this atmosphere of speed and readily accessible facts, you 
run your business three days to one month ahead of controls, 
because you make decisions by telephone, or face-to-face with 
associates in Los Angeles after a jet flight. 

It's been said that a Doberman Pinscher is the only truly 
functional dog: you feed it—train it—and then it kills you. 
I submit that the computer is truly functional without being 
carnivorous. It will serve man without devouring him. 

In quite docile fashion, what the computer will do is simply 
this: It will provide the lead-time to make timely, profitable 
decisions before the competition catches up. 

Having hopefully put to rout any lingering fears as to who's 
boss—the machine or the man—it might be well to examine 
what the computer portends for corporate organizations. 

During the postwar boom years, many companies decentral- 
ized in the name of growth. 

Today, however, the pendulum of decentralization has 
swung full arc. Many companies are now doing an about-face 
and recentralizing—again, in the name of growth. 

This means decisions will emanate from central headquarters 
instead of originating in the field. 

Increasing complexities in long-range planning, product 
development and reseach have injected much of the muscle 
into this swing-back management philosophy of centralized 
authority. 

Literally permitting and motivating this recentralization— 
in many cases—is the computer. 

The computer, as a frontrunner in a technological explosion 
that’s advancing on all fronts, is also changing the complexion 
of the labor force. 

Today it’s not the office clerk but rather the managerial, 
professional and technological workers who are the largest and 
fastest growing single group in America’s labor force. 

By 1970 every other young man is expected to join this 
group because of college training. 
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In the face of this advancing technology and new look in 
the labor force, it is obvious that traditional training proce- 
dures are inadequate. 

With this thinking in mind, Univac tackled the problem 
back in 1957. 

Out of countless skull sessions, this approach emerged: take 
the usual and familiar business problems and simulate them 
into a hypothetical model. Then, take this simulation and in- 
ject the element of the unusual: use the computer to actually 
provide the alternatives for decision and test the final solutions. 

In 1957, working with the American Management Asso- 
ciation, Univac designed the first management simulation game 
for a large-scale electronic data processing system. This game 
explored materials management simulation. 

Following the broad and encouraging reception accorded 
these initial efforts, Univac developed two more management 
game simulations: a marketing management model and a man- 
ufacturing model, the first ever to be programmed on a solid- 
state computer, 

As the reputation of these games spread among leaders in 
business and education it became clear that here was a dimen- 
sion in role playing for management training .. . 

A real-life opportunity for the management specialist to 
become a generalist in the most pragmatic climate ever con- 
ceived, short of actual risk taking in bona fide business con- 
duct. 

After a game-playing day that sees an advertising manager 
become a finance man, and a production manager a market 
research expert, all participants leave with a newfound appre- 
ciation of the interdependence linking one another's respon- 
sibilities. 

The best training for management decision making is actual 
experience—the next best thing is simulation of that experi- 
ence. What can be better, than computerized gaming. 

The play and interplay of simulated forces that impinge on 
management decision making have been experienced by nearly 
10,000 game participants to date, with no end in sight. 

Today, Univac, with the most extensive management simu- 
lation facilities in the computer industry, is planning still 
other games in finance and administraton, as well as specific 
industries, such as railroads. 

In closing, suppose we turn our attention to one of the 
really great games of all time—politics. 

I am informed that there is a television set in the building 
where we can assume the position of spectator sportsmen. 

Univac is playing this game too, as it has been since it 
began these election predictions several campaigns ago. 

This year we are playing the political prediction game on 
ABC, bur after listening to me hold forth on computers for 
the past 30 minutes, I won't be inflexible about broadcasting 
networks. 


The Cattle and Beef Industry 


BEEF GRADING AND RELATED PROBLEMS 
By GEORGE M. LEWIS, Vice President, American Meat Institute, Chicago, Illinois 


Delivered at the Inter-Industry Beef Grading Conjerence, Kansas City, Méssouri, November 15, 1960 


E AMERICAN Meat Institute appreciates this oppor- 
tunity to be represented here today and to participate 
in the discussions relating to the cattle and _ beef 

business. 
There are a number of important problems affecting 
the beef business to which I want to refer, in addition to the 


highly controversial beef grading problem. This beef grading 
issue has been talked about a lot since the program was 
inaugurated more than thirty years ago. Much of this con- 
troversy has persisted because of the unrealistic. concept of 
the grading system. 

These grades have been developed and certainly promoted 
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on the basis that they represent consumer preference for beef 
quality. This assumption, of course, is not valid. The Institute 
has been studying carefully this subject for a long time. It has 
conducted scientific research in this area and it has contributed 
financially to beef consumer research studies. 

Our views, therefore, are based on facts—not on opinions or 
assumptions. The facts are: 

1) Beef consumers are interested primarily in tenderness, 
flavor and juiciness. They believe that “the proof of the 
pudding is in the eating.” The grading system does not 
measure these qualities. 

2) The government beef grades are based on a concept 
that the fattest animal is the best, whereas present-day con- 
sumers have indicated in consumer taste tests that they 
prefer lean, tender beef that is less wasty and not overfinished. 

The Super Market Institute meat survey, made last year 
by Raymond Loewy and Associates, reports a high degree of 
insecurity on the part of housewives as they shop in retail 
meat stores. 

The Loewy Report indicates that this feeling of insecurity 
confronts and confounds her as she shops the full length of 
the meat display and is especially apparent as she shops the 
beef section. Here the shopper “in her concern for quality 
relies on the personality of the store and its reputation for 
quality and high standards.” 

More and more retail operators are recognizing this fact and 
are building meat programs with this in mind. Beef specifi- 
cations and handling practices are being developed by oper- 
ators to meet the particular desires of their customers. The 
motivation behind this is to insure the consistency and uni- 
formity of the beef they are offering. This then is a practical, 
individual trading system which both buyer and seller under- 
stand. 

3) Another fact that indicates most consumers do not rely 
on government meat grades for their purchases is that very 
substantial quantities of the total beef supply, much of the 
veal supply and practically all of the pork supply are merchan- 
dised to consumers without the use of any government pro- 
moted brand names or grades. These substantial quantities of 
meats of varying quality are sold to buyers daily on the basis of 
specifications that are clearly understood between buyer and 
seller. It is quite practical and feasible for a seller to offer to 
his customers the kind of product and the kind of service 
wanted and expected by each customer. For example, a meat 
packer recently stated that he has more than twenty different 
specifications for one grade of beef to meet the specific de- 
mands of his customers. He knows what each one wants, and he 
is anxious to serve each customer properly in order to get 
repeat business. 

4) Another fact relating to the unrealistic aspect of the 
government beef grading system is that the government grade 
definitions and interpretations have been changed from time 
to time since they were promulgated. Each time these changes 
have been made there have been strong pressures to include 
in each grade some of the beef in the grade just below it. 
For example, official changes were made by the U.S.D.A. in 
1950 to place a portion of the “Choice” grade in the “Prime” 
grade; a portion of the “Good” grade in the “Choice” grade, 
and some of the original “Commercial” grade was to be 
moved up into the “Good” grade. However, some of these 
earlier changes actually have not been maintained, because 
of individual interpretations of the different government 
graders. Another amendment was issued in 1956, which made 
further changes. 

Now comes agitation again to move the guideposts so that 
more beef can carry the much-promoted “Choice” name; and, 
also the so-called “dual-grading” plan that would divide each 
present grade of beef into many different divisions. None of 
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the changes that have been made over the years or the changes: 
that are now proposed, as far as I know, is based on a scien- 
tific determination of consumer preference for tenderness, 
flavor and juiciness. Rather, they are predicated primarily on 
the basis of pressures from various groups of the industry and 
from the government people themselves. Changes on top of 
changes will not give the consumer any more assurance that 
she can buy the kind of meat she prefers. 

5) Another realistic fact in connection with this problem is. 
the practical difficulty of determining the carcass grade. This 
is particularly true after ribbing for that portion known as 
“liners.” Since there is frequent disagreement between the 
packer and the government grader—and even between govern- 
ment graders, especially between graders in different regions 
of the country—these conditions and inconsistencies will be- 
come even more greatly accentuated as further demands are 
made to enlarge the number of divisions of each of the grades, 
such as contemplated under the dual-grading proposal. Actually, 
what this proposal is supposed to accomplish is being achieved 
already by buyers and sellers who trade on the basis of mutual- 
ly understandable specifications. 

6) Another important aspect of the problem that govern- 
ment grading does not—and cannot—take care of is in the 
preparation and cooking of beef. The importance of this 
aspect never has been given the emphasis it deserves. The 
best tasting beef can be damaged considerably by improper 
methods of cooking. Moreover, certain cuts, as well as quality, 
of beef are preferred for different methods of cooking. If the 
housewive wants to serve steaks, roasts or chops, she may use 
dry heat—such as broiling or roasting, for which certain 
qualities and the more tender muscles of beef are best suited. 
On the other hand, she may wish to use moist cooking 
methods and serve pot roasts, stews or braised dishes, in 
which case certain other qualities and less tender cuts of beef 
may be preferable. After the various cuts and different qualities 
have had proper cooking, they will be equally tender and nu- 
tritious, and the palatability also will be comparable. 

The meat retailer is in the best position to advise con- 
sumers on the kinds and cuts of meat best suited for moist or 
dry cooking procedures—and the meats don’t have to be 
government graded, either. Government brand names offer no 
panacea to the cook who is not familiar with the preferred 
methods of properly cooking the different qualities and cuts 
of meats. 

INSTITUTE’S POLICY CONCERNING 
GOVERNMENT BEEF GRADING 

On the basis of the foregoing facts, the Institute's position 
is that the government beef grading system does not reflect the 
consumer's preference for tenderness and flavor of the different 
qualities of beef, that it serves little useful purpose to cattle 
producers and cattle feeders or to beef consumers, and that it 
is unrealistic and unenforceable and should not be promoted 
and exploited the way it is being done. 

This view, however, does not suggest that the government 
should not continue to study and attempt to develop meaning- 
ful standards for various commodities, including meats and 
livestock. Such standards could be used as a basis of govern- 
ment market news reporting service and as a guide to the 
industry for quality evaluation and interpretation; for use by 
educational institutions; and for use in filling contracts of 
public agencies, such as military agencies, state and municipal 
tax supported institutions that buy on the basis of specifica- 
tions that require special selection and processing. But this 
grading system should not be used as a basis for price evalu- 
ation or consumer brand names. 

Furthermore, the Institute takes no issue with the govern- 
ment grades for live cattle for which, incidentally, the govern- 
ment grading program initially was designed. The meat pack- 
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ing industry always has been in accord with this program 
for reporting market prices of live animals sold in the mar- 
ket places, because they furnish cattle producers, cattle feeders 
and other sellers and buyers of cattle fairly comparable market 
news information. 


OTHER IMPORTANT ASPECTS OF THE BEEF PROBLEM 


There are some very basic problems affecting the cattle 
and beef business that should be receiving special attention, 
because they will affect importantly the future of the beef 
business. The controversial beef grading problem is only one 
of these problems. These other problems are in such areas 
as the production of the right kind of cattle, the finishing of 
the right kind of animals for market and the conducting of 
more scientific and consumer meat research. 

What are some of these areas of study that will improve 
further the consumer demand for beef? Let’s start at the farm 
and ranch and feed lot. 


Mork SELECTIVE BREEDING AND CERTIFICATION 


We hear a lot about the “steer of tomorrow,” the “meat- 
type animal,” the “best within the breed” and “the Grand 
Champion.” All of these connotations are meaningful and have 
merit; but, will these animals, and their offspring, meet the 
desired preferences of consumers? 

We have followed closely for many years the selection of 
“Show Champions,” and in many cases these animals have been 
too wasty and excessively fat. Happily, many of the show stand- 
ards are changing and are recognizing the quality bench marks 
wanted by beef consumers. 

As a matter of fact, great strides have been made in the 
improvement of cattle in this country during the past quarter 
century, but further progress can be achieved through more 
scientific selection of breeding stock, based on certification pro- 
grams designed for measuring more accurately the eating quali- 
ties of the meat produced by such certified breeding stock. 

For example, such certification programs are being expanded 
rapidly by agricultural colleges and swine breeder associations 
for the selection of the right kind of meat-type hogs. The hog 
and pork industry is making real progress in this area. This 
development received considerable attention at the Third Na- 
tional Swine Industry Conference held in Lexington, Kentucky, 
last month. 

Moreover, it has been found by the University of Florida and 
others that taste tests of laboratory broiled steaks indicate that 
tenderness can be inherited. 

Increased opportunities are available—through more selec- 
tive breeding stock and by appropriate certification programs— 
for producing larger proportions of the more desirable con- 
sumer-preferred cuts, with less wastiness and excess fat, and 
also increased tenderness. Those are the qualiucs that con- 
sumers want. 


PROPER FEEDING OF CATTLE FOR MARKET 

Another area in which much progress has been made in 
recent years is the proper finishing of cattle for market. Nutri- 
tionists and management specialists have increased considerably 
their scientific knowledge concerning balanced rations and ef- 
ficient procedures for feeding and preparing cattle to meet the 
varying and increasing market demand for different qualities 
of beef. This improvement is reflected in the finishing of cattle 
at a younger age and at lighter weights and with less excess fat. 
The problem of excess fat has received increasing emphasis in 
recent years as the proportion of fed cattle included in the total 
beef supply has increased. This is the principal complaint made 
by consumers, retailers and wholesalers. Consumers are saying 
that they simply do not want wasty over-fat beef; therefore, it 
is an economic waste to put on excess fat in the feed lots and 
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throw it away at the retail store or in the home. 
Alert cattle feeders are keeping an eye on what the beef con- 
sumer wants and prefers. 


MORE SCIENTIFIC MEAT RESEARCH NEEDED 


Scientific research has brought about a number of “break- 
throughs” in recent years relating to various aspects of the 
cattle and beef industry—and others are bound to occur in the 
future. These valuable research projects have been performed 
all along the way—from the farm to the table, including ge- 
netics, artificial insemination, animal husbandry, agronomy, use 
of chemicals, feed mixtures, nutrition, meat preservation, ten- 
derization, freezing, dehydration, packaging, quality control and 
cooking. 

Again, all of these significant developments make it pos- 
sible for the cattle and beef industry to do a better job in 
getting beef to the consumer that meets her desires, tastes and 
preferences, at prices that are competitive with other foods for 
which she spends her money. 

In the area of beef tenderization research, some significant 
developments have occurred, and more are bound to follow. 
For example, the American Meat Institute Foundation has de- 
veloped a method of tenderizing beef through a high tempera- 
ture aging process in the presence of antibiotics. This tenderiz- 
ing principle is not being used commercially yet, because the 
government has not given approval to the use of the anti- 
biotic; but, all of the basic research has been completed. 

Within the past few months a new patented beef tenderiz- 
ing process has been announced by a meat company. This proc- 
ess is achieved by the use of a food enzyme injected intra- 
venously into the animal a few minutes prior to slaughter. The 
enzyme tenderizes the meat during the process of cooking. Ex- 
tensive consumer testing of this new development is under way 
at this time. 

Other tenderizing procedures are being developed, and it is 
quite likely that this procedure for providing consumers with 
a larger supply of tender beef will become commonplace in the 
future. 

Again, this is another example of helping to make available 
to the consumer the kind of beef she wants. 


MORE CONSUMER MEAT RESEARCH Is NEEDED 

Possibly the area where the least amount of effective re- 
search on beef has been conducted is among consumers. This 
is the area where much more research work should be done 

. after all, “she is the boss.” She has her preferences, par- 
ticularly for tenderness, flavor and juiciness, and she expresses 
her degree of satisfaction or dissatisfaction by her purchases and 
repurchases of these products. 

During the past decade, a number of our colleges and uni- 
versities have undertaken the task of finding out what the con- 
sumer’s preferences are for beef by various procedures, includ- 
ing consumer taste panels. 

One of these consumer testing projects has been conducted 
by Dr. Elmer Kiehl and his associates at the University of 
Missouri. Dr. Kiehl, in reporting on his most recent research in 
this area at the Annual Meeting of the American Meat Insti- 
tute last September made these observations: 

“The central problem of beef is and continues to be as- 
surance of consistent consumer satisfaction from day to 
day, and from cut to cut. Beef as natural product is good. 
It is prestige product, and consumers aspire to increasing 
consumption of it. But the requirements of large scale 
self-service retailing in recent years, have placed an addi- 
tional specification on the beef industry—that of assur- 
ance of built-in quality consistency. 

“These requirements for beef focus attention on two as- 
pects of the beef quality problem. 





“Physiological and psychological dimensions of beef 
that yield consistent consumer eating satisfaction. 
“Identification of that bundle of characteristics of beef 
that will yield consistency in performance.” 

This more recent study involved a sample of 400 consumers 
who ate and evaluated beef loin steaks grading from “low 
good” to “high choice.” Some of Dr. Kiehl's findings include: 

1) “While it would be difficult to weigh the relative im- 
portance of tenderness, juiciness and flavor criteria in 
these ratings, we are certain from other studies we 
have made that tenderness is the one criteria having 
overwhelming importance. 

“It is noteworthy that variation occurs in each grade 
category and is not confined to the ‘lower’ grades. In 
fact, there are loins in ‘high choice’ that are no ‘better’ 
than the average of ‘low good.’ 
“But the significance of variations in acceptance among 
loins constitutes a problem in eating satisfaction and 
performance of a particular grade. The low ratings in 
each category result in unsatisfied customers. While 
the average ratings of many loins within a grade can 
be quite acceptable, it’s those ‘odd-balls’ or ‘counter- 
feits’ (Dr. Kiehl used these words to describe the car- 
casses) that cause merchandising problems. This is the 
problem of grade and brand standards and one that 
requires improvement of methods of selection and pos- 
sibly additional criteria of quality identification to be 
corrected. 
“It is likely that continued application of improve- 
ment in feeding methods and improvement in breed- 
ing will reduce the variability in eating acceptance 
over a wide range of finish from what is now ‘good’ 
through ‘choice’ grade. As this occurs, the design and 
criteria for a new basis for determining the value dif- 
ferences among beef carcasses will have to be de- 
veloped by the beef industry. 
Connoisseurs will likely continue to prefer highly fin- 
ished beef, but the millions of beef consumers in this 
country will be well satisfied with a much leaner car- 
This redirection in market demand should not 
disturb us. We have the breeding and production 
know-how begin to exploit this market. All seg- 
ments of the beef industry must join hands in realiz- 
ing the full potential that awaits development in the 
expanded outlets for beef.” 

A number of other agricultural colleges and universities of 
this country also have conducted consumer research studies on 
beef, including the University of Wyoming, the University of 
Arizona, Texas A & M College, Oregon State College and the 
University of Florida. Practically all of these consumer research 
studies report that consumers generally are not familiar with 
the government grades and certainly do not rely on these grades 
as an accurate measure for the selection of beef and other meats 
basis of the eating qualities, such as tenderness and 
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An announcement distributed about a year ago by the Uni- 
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versity of Florida, based on a test panel of university researchers 
who had sampled broiled steaks from 450 animals, indicated 
that “tenderness doesn’t seem to be closely related to ‘marbling’ 
—fat interspersed with lean—and that the taste tests of the 
laboratory broiled steaks indicated that tenderness can be in- 
herited.” 

Thus, it should be evident from the amount of consumer 
research work in this area that has been conducted up to now 
by these educational institutions that no meat grading system 
thus far devised is sufficiently accurate to serve as a guide for 
consumers’ selection of .meats for tenderness, juiciness and 
flavor. 

A POSITIVE PROGRAM FOR BEEF IMPROVEMENT 

To summarize: The cattle and beef industry has a real op- 
portunity to improve further its economic position with con- 
sumers. This improvement can be achieved by placing greatest 
emphasis where such emphasis belongs. Such a program should 
include at least the following basic factors: 

1) Realization at all times that the ultimate goal is to please 
the consumer . . . provide her with what she wants, because 
she controls the purse strings of the food budget. 

2) Encourage more breeding selectivity through the devel- 
opment of appropriate certification programs which are de- 
signed to select breeding stock that will provide the kind of 
beef most preferred by consumers. 

3) Continue improvement in the proper feeding and finish- 
ing of cattle for market to provide the assortment and variety 
of qualities of beef desired by consumers of different income 
groups. 

4) Encourage more effective measures for control of dis- 

eases and parasites affecting cattle, and avoid careless handling 
of cattle shipments to markets and meat packing plants. 

5) Encourage more meat research in the area of tenderiza- 
tion, longer shelf life, packaging and freezing procedures. 

6) Encourage further research to develop more accurate 
measures of consumer preference for varying qualities and cuts 
of beef. 
?) Encourage a wider dissemination of information about 
proper methods of cooking different qualities and cuts of beef 
and preparation of different meat dishes which are desired by 
consumers for different meals. 

8) Encourage all segments of this free and competitive in- 
dustry to perform most effectively their respective services in 
getting to consumers the kind and quality of beef they prefer. 

9) Discourage and avoid a paternalistic government inter- 
jecting itself in an industry function where price controls or 
price evaluation are involved, either directly or indirectly. In 
our opinion, the government grading program is this sort of 
unnecessary interjection into the affairs of this industry. 

The cattle and beef industry always has been proud of stand- 
ing on its own feet and has been against government control 
programs. So why shouldn't the industry reexpress this philoso- 
phy of self help rather than government paternalism? 

Why not put first things first and work aggressively on a 
sound industry program that will improve further the con- 
sumer demand for beef and the health and prosperity of the 
industry. 
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